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CHAPTER  I 


INTRODOCTIOH 

Die  story  of  Florida  as  It  unfolds  is  a fascinating  one* *  Jutting 
Just  far  enough  south  to  possess  a sub-tropical  climate  and  being  rela- 
tively near  large  population  pools.  It  has  provided  a fertile  frontier 
territory  for  exploration  and  development.  During  the  development  of 
this  frontier  the  population  growth  was  very  rapid.1  Buildings  and  roads 
were  needed  and  needed  quickly.  To  neat  these  needs  bond  Issues  sere 
readily  passed  to  provide  the  necessary  money.  Then  came  the  crash. 

At  the  worst,  Florida  taxing  units  (among  which  were  the  school 
districts)  owed  a peak  principal  indebtedness  of  one-half  of  one  billion 
dollars.  Interest  and/or  principal  was  in  default  on  nearly  60  per  oent 
of  this  indebtedness.2  Default  so  reduced  the  value  of  the  securities 
which  represented  the  indebtedness  that  they  could  be  bought  for  a frac- 
tion of  their  original  value.  Refunding  was  begun  in  an  attempt  to 
restore  order  to  the  eoonomio  chaos. 

The  question  arises— what  happened  to  the  schools  before  and 
after  such  a financial  upheaval,  the  effects  of  which  are  still  present 

1Cf.  Katherine  Abbey  Hanna,  Florida,  Land  of  Change!  Thomas 
Everett  Cochrane,  History  of  Education  in  Florida!  W.  T.  Cash.  The  Story 
of  Florida. 

*0.  S.  Congress,  House  of  Representatives,  Committee  on  the 
Judiciary,  Municipal  Bankruptcy  Compositions.  Hearings  Before  the  Special 
Suboawilttee  on  Bankruptcy  and  Reorganisation,  76th  Congress,  p.  29. 


today!  From  this  question  the  following  purpose  was  developed. 

Purpose  and  Validation 

The  purpose  of  this  study  is  to  make  a descriptive  anal- 
ysis of  the  causes  and  effects  of  publlo  school  indebtedness  in  Florida 
during  an  economic  cycle  in  which  the  indebtedness  grew  IT  cm  less  than 
one  million  dollars  in  1910  to  a crest  of  more  than  slxty-eeven  million 
dollars  in  1928  mid  then  receded  to  a leer  of  forty  million  in  19U6. 
Little  is  generally  known  of  how  serious  the  situation  was.  In  1926 
Florida  devoted  about  two  and  one-half  times  as  great  a percentage  of 
school  expenditures  to  debt  as  did  the  country  at  large.1  One  purpose 
of  the  historical  analysis  is  to  determine  whether  or  not  there  is  need 
for  more  state  supervision  and  control  in  the  Incurring  of  indebtedness 
than  existed  in  the  "boom  and  bust"  period  of  the  1920's  and  the  early 
1930's. 

Indebtedness  programs  have  of  course  been  subject  to  legal 
sanation  by  the  Constitution,  laws  of  Florida,  and  oenrt  decisions. 

The  legal  framework  has  been  most  important  in  both  the  causes  of,  and 
the  off sots  on,  tbs  publlo  school  indebtedness  in  Florida.  There  has 
been  no  oomprehenalve  and  chronological  compilation  of  these  lass. 

Shat  was  the  law  in  1905,  1915,  or  1930  on  short  tern  borrowing  or  long 
term  borrowing!  ilhat  proceduriw  could  bo  used  and  when  were  these  laws 
amended!  Shat  effects  did  the  emendmente  have!  One  purpose  of  this 

1 educational  Surrey  Coanisaion  and  Survey  Staff  Report  to  the 
Legislature.  State  of  Florida,  1929.  P.  Hi?. 


study  is  to  answer.  In  part,  these  questions  through  a chronological 
discussion  of  the  legal  restrictions  relatiig  to  publio  sohool  indebted- 
ness. This  compilation  and  analysis  is  a primary  Justification  for  the 
study. 

Limitations 

Public  school  indebtedness  is  an  extremely  broad  subject,  involv- 
ing as  it  does  such  varied  topics  as  current  expenses,  capital  outlay, 
debt  service,  bonding,  bond  refunding,  short  and  long  term  loans,  and 
administrative  and  legal  relationships  of  school  districts,  counties, 
and  the  state,  as  well  as  related  legal  limitations.  These  topics  are 
examined  not  merely  from  the  standpoint  of  what  they  are  now  but  rather 
from  the  standpoint  of  how  they  have  evolved  over  a period  of  some  sixty 
years.  This  fact  further  broadens  the  scope  of  the  study.  The  scope  is 
so  broad  that  the  treatment  must  be  general  in  nature. 

A considerable  amount  of  statistical  data  is  included  to  show 
indebtedness  trends  over  a period  of  time.  The  study  is,  however,  007 
aentlally  historical  rather  than  statistical.  Many  financial  problems 
are  tcuohed  on.  It  is  not  the  purpose  of  the  study,  however,  to  develop 
solutions  for  these  problems  but  rather  through  an  historical  descriptive 
analysis  to  appraise  the  effects  of  debt  policies  which  have  been  in  force. 

Methods  of  Procedure  and  Soirees  of  Data 

The  method  of  procedure  has  been  tot 

1.  Study  available  materials  on  school  finance  with  special 


reference  to  indebtedness 


generally  accepted  principles  of  finance  and  practices 
relating  thereto. 

2.  Study  histories  of  Flerida  in  order  better  to  understand  the 
envirozment  of  the  public  schools  during  the  period  which 
this  study  encompasses.  Background  information  relative 

to  economic  trends  and  popzlation  trends  is  followed  by  a 
discussion  of  pnbllo  school  Indebtedness  in  each  of  several 
historical  periods. 

3.  Search  the  Constitution,  lama  of  Florida,  and  court  decisions 
for  legal  restrictions  relating  to  public  school  indebted- 
ness during  the  sixty-five  year  period  enoompassed  by  the 
study  and  present  a chronological  development  of  these  re- 
strictions. To  study  school  Indebtedness  at  any  given  time 
necessitated  an  understanding  of  the  legal  restrictions  of 
that  time. 

It.  Present  a oase  study  of  school  Indebtedness  in  a speciflo 
county,  Broward  County,  from  191$  to  1950. 

5.  Evaluate  practices  of  county  and  district  administrators 
relating  to  indebtedness  during  the  "boom  and  bust"  cycle 
of  the  1920's  and  1930's  in  tens  of  certain  general  prin- 
ciples of  school  finance. 

Sources  of  data  include  the  following i 

1.  For  sound  principles  and  practices  materials  written  by 
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Uort,  Reusser,  Johns,  Burke,  Grace,  and  Moe. 

2.  For  historical  information— books  by  Hanna,  Cochrane,  Bush, 
and  Cash)  and  reports  of  investigations  of  bond  refunding 
in  Florida  by  a oomaittee  of  the  United  States  Senate.  For 
source  material  on  conditions  in  the  public  school  system 
prior  to  1929  gratitude  is  owed  Hr.  William  N.  Sheats,  "ho 
was  for  so  many  years  State  Superintendent  of  Public  In- 
struction.1 He  believed  in  complete  and  accurate  records, 
and  eaoh  biennium  he  made  a full  report  to  the  Legislature 
on  the  condition  and  the  growth  of  the  public  schools  in 
the  preceding  two  years.  In  these  biennial  reports,  pub- 
lished as  books,  was  found  much  historical  as  well  as 
statistical  information  relating  to  Indebtedness.  Also 
▼ery  helpful  were  the  roper te  froo  two  comprehensive  studies 
of  the  Florida  school  system,  the  first2  in  1927  and  the 
second3  in  1937. 

3.  For  legal  restrictions— the  Constitution,  laws  of  Florida, 


1Hr.  Sheats  held  office  from  January  3,  1893  to  January  3,  1905 

and  from  January  3,  1913  to  January  3,  1922. 


and  Southern  Reporter. 


Educational  Surve 


Survey  CcnnleBlon 


Staff  Report  to  the 


Legislature, 


3 Re  port  of  the  Florida  School  Code  Comities,  1937. 


all  primary  sources  of  data. 


Batmen  1669  and  1937  there  were  flee  official  com- 
pilations of  Florida  lairs. ^ They  appeared  in  the  years 
1892,  1906,  1920,  1927,  and  19U0  and  sere  the  most  Important 
legal  reference  sources  oaisultad.  Each  of  these  compila- 
tions contained  all  the  lass  enacted  up  to  their  date  of 
publication.  Their  value  was  further  enhanced  by  notes 
folloeing  each  seotion  of  a particular  lav  nhioh  included 
the  souroe  of  that  law  as  to  tha  year  enaoted,  the  original 
chapter,  and  the  seotion  number.  This  reference  was  es- 
pecially valuable  in  tracing  older  lows  which  sere  bound 
into  books  without  subject  indices. 

The  main  difficulty  with  these  compilations  was  that 
in  each  a different  set  of  classification  numbers  was  used 
for  chapters  and  sections  of  Identical  lam.  Reference  was 
usually  mads,  however,  to  tha  number  of  tha  ease  las  In  pre- 
oading  compilations.  A two-say  check  system  sas  conducted 
by  consulting  both  tha  oompdlationa  and  the  General  Lam  an- 


traoed  in  asveral  says— by  reference  to  eubaequant  general 
lam  or  compilations  of  these  general  lam.  Shepherd's 
Florida  Citations  is  a referenoe  that  provides  a quick  check 

^Compiled  General  Lass  of  Florida.  1892,  1906,  1920, 
1927,  19li5T^  


for  data*  of  ohange.  It  la,  however,  only  a catalog  of 
lam  by  number  with  number  references  to  other  lavs  and 
does  not  contain  the  content  of  the  laws  themselves. 

Court  decisions  way  be  found  in  the  various  ocmplla- 
tiona  of  the  general  lavs,  but  far  a thorough  listing  Flor- 
ida Statutes  Annotated  or  Florida  Digest  should  be  consulted. 
The  foil  particulars  of  such  oases  are  set  forth  usually  in 
two  different  volunea— Florida  Haporta  and  Southern  Reporter. 
No  atteapt  has  been  made  to  list  all  oases  involving  in- 
debtedness, since  so  maqy  contained  only  slight  variation 
and  involved  much  repetition,  tut  rather  an  attempt  was  made 
to  lnolude  those  deolsiona  that  are  pertinent  to  the  inter- 
pretation of  the  statutes  included  in  this  study. 

Another  area  of  legal  reference  was  those  publica- 
tions of  the  State  Department  of  Education  oonslstli^  of 
several  compilations  of  school  laws.  These  booklets  were 
used  more  as  a check  reference  since  they  are  an  inllreot 
approach  to  authoritative  information.  The  first  compila- 
tion of  this  nature  was  published  in  1933,  and  a second  was 
published  in  1936.  Both  were  incanplete  as  a reference  ftr 
this  study.  The  legislature,  at  the  1937  session,  however, 
dlreotad  the  State  Superintendent  of  Public  Instruction  to 
undertake  the  revision  and  codification  of  the  lass  of 
Florida  relating  to  education  and  to  [repare  a proposed 
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was  provided,  should 


be  submitted  to 


a committee  of  the  Legislature  for 


tion  and  preparation  of  a report  thereon  to  the  Legislature 


convening  in  1939a 


the  1939 


■alon  the  Legislature 


This  code  does  not  specifically 


repeal  any  lairs  relating  to  education  but  provides  generally 
that  with  certain  exceptions  all  laws  and  parts  of  laws, 
general,  special,  and  looal,  in  oonflict  with  the  code  are 
repealed.  In  19U1  a supplement  to  this  code  containing 
aaendnents  and  additions  was  approved  by  the  Legislature  and 
published  by  the  State  Department  of  Education,2  The  last 
major  change  in  Florida  school  law  previous  to  this  writing 
appeared  in  19U7  and  was  known  as  the  Foundation  Program 
Law, 

U,  For  inf  creation  on  Brcmard  County— State  Department  of  Edu- 
cation surveys  in  1937  and  1950,  and  Biamial  Reports  of  the 
State  Superintendent  of  Public  Instruction, 

Plan  of  the  Study 

The  plan  of  the  study  is  as  follows.  The  introductory  chapter 
is  followed  in  Chapter  II  by  a statement  of  principles  of  sohool  finance 

^Florida  School  Code.  1939, 

ZFlorlda  School  Laws,  19ld  Supplement,  State  Department  of  Edu- 
cation, Tallahassee,  Florida,  July  1,  19L1. 


with  speoial  reference  to  indebtedness.  Also  lnolndsd  Is  s discussion 

the  foregoing  principles  may  be  put  into  practioe. 

The  material  in  the  first  taro  chapters  provides  a background  for 
the  Interpretation  and  evaluation  of  the  material  in  Chapters  III  and 
IT,  the  main  body  and  bulk  of  this  study*  Chapter  III  includes  a de- 
scription of  conditions  in  Florida  affecting  the  indebtedness  of  the 
public  schools  Iron  about  1880  to  1950  and  is  developed  chronologically. 

Following  the  chapter  on  oondltlons  in  Florida  and  olosaly  inter- 
woven is  a chapter  on  the  historical  development  of  the  legal  framework 
in  Florida  relating  to  aohool  Indebtedness.  Involved  in  such  a frame- 
work are  the  Constitution,  statutes,  their  amendments,  and  related  oourt 
decisions.  Enough  background  information  ia  included  to  show  the  causes 
and  the  effeota  of  many  of  these  lawB.  Certain  laws  relating  to  indebt- 
edness refer  specifically  to  the  issue  of  bonds  while  others  refer  to 
borrowing  directly  far  various  purposes.  To  preserve  continuity  of 
thought,  bonds  and  other  forms  of  Incurring  indebtedness  are  traced 
separately. 

Specific  counties  are  referred  to  frequently  in  Chapters  in 
and  IT,  but  those  references  do  not  present  a thorough  description  of 
the  chronologloal  changes  within  a given  county.  For  this  reaeon  Chap- 
ter T ia  devoted  to  a discussion  of  the  changes  in  indebtedness  within 
a specific  county,  Broward  County,  during  the  period  1915-1950. 

The  final  chapter.  Chapter  VI,  summarises  the  financial  struggle 
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of  the  public  schools  of  Florida  as  described  in  Chapters  III,  IT,  and 
T.  Certain  county  administrative  practices  are  again  «r»ni<n.»i  in  order 
to  determine  whether  or  not  they  ware  a violation  of  the  basic  prin- 
ciples of  daaocraoy  aol  prudence,  and  lastly,  a listing  is  made  of  the 
leplloations  relating  to  indebtedness  which  the  stady  toil  cates. 


CHAPTER  II 


PRINCIPLES  AND  PROCEDURES  RELATINO 
TO  PUBLIC  SCHOOL  INDEBTEDNESS 

The  use  of  credit  by  school  systems  is  act  lu  Itself  a good  or 
a bad  thing.  It  la  the  purposes  and  procedures  Involved  that  make  it 
either  one  or  the  other.  To  determine,  then,  whether  these  purposes 
and  procedures  are  worthwhile  it  la  beat  to  begin  with  certain  basic 
principles  of  educational  finance.  The  basic  principles  as  set  forth 
by  Mart  and  Reusser  are  democracy,  prudence,  stability,  and  variability.1 

Principles 

The  principle  of  democracy  Is  especially  important  in  the  re- 
lationship of  oontrols  between  the  local  schools,  county  administrative 
units,  and  the  state  administrative  unit.  There  has  been  a growing 
tendency  for  greeter  centralisation  of  eduoatlonal  control.  It  has 
served  to  ™ phasic e the  line  of  demarcation  between  those  eduoatlonal 
functions  that  should  be  left  to  the  county  and  local  unite.  In  broad 
outline  according  to  Mart, 

Policies  must  be  determined  by  all  the  people  of  the 
state  acting  through  their  constitution  and  legislature 
and  setting  up  suoh  agencies  of  stateside  Jurisdiction 
as  will  ensure  efficient  management  In  the  local  unite. 

Local  and  state  agencies  are  correlative,  the  state 


p.  3M. 


1Paul  R. 

19ld. 


Walter  C.  Reusser,  Public  School  finance. 
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agendas  haying  charge  of  those  functions  that  oan  best 
be  served  by  such  an  agency  and  the  local  agencies,  dis- 
charging those  functions  that  are  best  served  by  the 
people  of  the  local  units. 

State  constitutional  provisions  serve  their  purpose 
best  when  they  guarantee  a couplet*  system  of  publie 
schools  by  making  it  mandatory  upon  the  Legislature  to 
establish  such  a system.  The  Legislature  is  the  agency 
of  the  people  for  determining  educational  finance.  . . . 

4 third  agency  set  up  by  the  people  of  the  state  is  the 
system  of  courts  which  interpret  the  constitution  and 
the  acts  of  the  legislature  and  thus  become  in  a measure 
an  agency  of  control.1 

In  summation  then  that  agency,  state  or  local,  that  can  best  and  most 
efficiently  administer  an  educational  function  in  the  best  interests  of 
all  the  people  of  the  state  is  the  one  that  should  be  so  charged.  It 
is  a democratic  concept. 

Within  this  same  consideration  is  the  prindple  of  prudence. 

Is  it  reasonable  to  expect  that  if  certain  powers  are  given  to  local 
units  good  results  will  be  obtained?  If  it  is,  the  principle  of  democ- 
racy says  keep  it  there)  but  if  it  appears  that  the  results  will  not  be 
satisfactory,  prudence  demands  that  consideration  be  given  to  allocating 
such  powers  to  an  agency  of  statewide  jurisdiction. 

The  whole  question  of  posers  of  control  and  support  is  then  ap- 
proached fron  the  basic  principle  of  prudence.  The  need  of  this  prin- 
ciple has  been  shown  from  time  to  time  in  the  various  economy  drives 
pointed  at  the  schools.  To  reduce  appropriations  without  study  of 
probable  effects  is  false  economy.  Economy  should  flow  from  prudence. 


•4bld..  pp.  73-71). 
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Economy  at  any  cost  la  tha  halght  of  imprudence.  In  the  ease  fashion 
aa  previously  stated,  debt  la  not  bad)  but  if  it  la  not  administered  in 
a prudent  manner  it  becomes  so. 

To  point  out  certain  prudential  procedures  often  used  in  school 
administration  one  might  cite  the  practices  of  budgeting,  accounting, 
auditing,  and  reporting.  If,  on  the  other  hand,  in  these  measures 
(budgeting,  for  example)  no  latitude  for  detailed  expenditures  is  aliened 
the  local  unit,  the  prudential  principle  has  been  overstepped. 

This  principle  demands  further  that  financial  provisions  should 
be  such  as  to  favor  long  term  planning  of  the  educational  program.  Am- 
bitious programs  of  expenditures  should  not  be  embarked  upon  on  a tem- 
porary eave  of  prosperity.  Flnanoss  should  be  the  servant  not  the 


Liecretion  in  aotlon  should  not  be  exercised  by  persons  cr  agen- 
cies incapable  of  making  good  Judgments.  Funds  should  not  be  wasted. 

The  prudential  principle  thus  means  little  mare  than  the  sxerolae  of 
reason  or  common  sense.  With  particular  reference  to  credit  it  would 
dictate  a balance  between  borrowing  and  anticipated  revenues.  Similarly 
the  principle  of  stability  would  require  a relatively  uniform  tax  effort 
to  provide  for  planned  capital  outlay  and  debt  service  over  a period  of 
year a.  Without  a fairly  stable  income  the  schools  are  in  poor  condition 


■ith  respect  to  the  principle  of  variability,  sometimes  referred 


to  as  flexibility,  the  school  system  should  be  bo  organised,  financed. 
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and  managed  that  there  will  be  sufficient  leeway  for  the  several  units 
to  aake  those  adjustments  necessary  to  meet  their  varying  needs.  With 
particular  reference  to  indebtedness,  those  procedures  should  be  sought 
ttiich  permit  adaptation  of  the  program  of  indebtedness  to  local  needs  and 
conditions  since  they  same times  vary  in  the  extreme. 

Procedures 

* discussion  of  the  general  procedures  utilised  in  Incurring  and 
managing  Indebtedness  in  the  publio  schools  foil  on.  k distinction  is 
made  between  financing  current  expenses  and  permanent  improvements  such 

Borrowing  for  Current  expenses 

Current  or  operating  expenses  include  suah  items  as  salaries, 
general  maintenance,  light  and  heat— the  day-to-day  expenses  necessary 
to  operate  the  schools.  These  expenses  are  usually  financed  on  an  en- 
tirely different  basis  iron  that  of  such  permanent  improvements  as  nsw 
buildings.  Current  expenses  should  be  met  at  least  within  the  year  in 
which  they  occur,  and  preferably  when  they  occur.  Most  of  these  ex- 
penses can  be  anticipated  and  allowances  made  for  them  in  the  budget  for 
the  year.  Provisions  should  be  made  for  a reserve  find  In  the  budget  In 
order  to  meet  unforeseen  emergencies. 

Special  situations  do  occur  in  which  it  may  bs  advisable  to  borrow 
money  far  current  expenses.  The  schools  usually  do  not  have  a continuous 
source  of  income  received  in  equal  amounts  per  month.  The  amount  of  in- 
come available  in  any  particular  month  fluctuates  in  accordance  with  the 


of  taxes  collected.  The  result  is  that  there  are  not  always  enough 


IS 


funds  Available  for  the  paymen  t of  the  regularly  recurring  current  ex- 
penses such  as  salaries,  Faoed  with  such  a situation  the  schools  must 
either  carry  large  balances  at  borrow  money  for  short  terms  in  anticipa- 
tion of  tax  collections.  Either  approach  entails  certain  carrying  charges. 
Just  which  practloa  is  better  then  is  a question  of  prudence,  it  any 
rate,  it  is  often  Justifiable  to  borrow  over  a shtrt  period  to  meet 
operating  costs. * While  Justifiable,  such  practices  should  be  carefully 
safeguarded  and  not  allowed  to  lead  to  the  policy  of  extending  current 
loans  into  the  sueoeedlng  fiscal  year.  Mo  enterprise  can  continue  to 
live  beyond  its  income.  Here  the  principle  of  prudence  requires  that 
tliere  be  such  controls  as  will  prohibit  local  units  fran  attempting  to 
live  beyond  their  income.  One  such  control  may  be  the  approval  of  the 
budget  by  a state  agency.  Burke  maintains  that  the  budgetary  process 
provides  the  best  means  for  local  management  to  bring  about  the  fiscal  re- 
forms basic  to  a sound  revenue  system. 

Financing  Permanent  Improvements 

While  current  expenses  should  be  met  from  current  Income,  it  is 
not  usually  possible  to  pay  for  a building  during  the  year  or  so  neces- 
sary for  its  construction.  To  finance  such  large  costs  requires  a number 
of  years.  The  basic  plans  developed  to  meet  such  costs  are  the  pay-as- 
you-go  plan  and  the  bending  plan.  Each  has  advantages  and  disadvantages. 

1Ibld..  p.  350. 

2irvid  J.  Burke,  Financing  Futile  Schools  in  the 

p.  Iili7.  1951. 


United  States. 
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And  there  ere  the  looal  factors  suoh  as  tax  resourose,  tax  levies,  type 
of  building  to  be  eonatruotod,  increase  or  decrease  In  school  population, 
and  other  socio-economic  conditions  to  be  considered. 

Pay-as-you-go  plan.  Under  the  pey—ea-yctt-go  plan  school  build- 
ings are  paid  for  during  the  period  it  takes  to  oonstruct  then.  This, 
of  course,  would  work  a haidehip  on  small  school  systems  In  that  the 
tax  levy  required  would  be  very  heavy  during  the  one  or  two  years  re- 
quired to  construct  the  building.  Suah  a disadvantage  would  not  be 
felt  In  large  cities  where  one  or  more  buildings  are  erected  each  year. 

The  principal  advantages  of  this  plan  are  the  savings  in  in- 
terest over  a period  of  years  and  the  oheok  on  possible  extravagance. 
Boards  are  less  willing  to  make  elaborate  plana  under  suoh  a program. 
Burke  refers  to  the  pay-as-you-go  plan  as  the  only  safe  policy  to  avoid 
the  creation  of  debt.^  Disadvantages  may  be  the  (1)  lack  of  assurance 
that  funds  sill  be  available  and  consequently  that  needed  buildings  will 
be  construoted  and  (2)  constant  variability  in  tax  levies.* 2 

A modification  of  the  pay-as-you-go  plan  that  doaa  not  neces- 
sarily involve  constant  variability  in  tax  levies  is  the  building  up  of 
a cash  fund  from  revenues  obtained  over  a period  of  years  before  start- 
ing construction.  The  advantage  is  that  such  a program  coats  the  schools 
less.  They  p»,n  rather  than  lose  Interest  payments.  In  addition,  suoh  a 
plan  avoids  the  pitfall  of  misuse  of  oredit  and  encourages  economy. 

^Ibld..  p.  1|6L. 

2ldort  and  Reusser,  op.  olt. , p.  353. 
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Theoretically  this  Is  the  better  plan,  but  human  error  often  has  made  it 
the  worst.  The  history  of  public  school  funds  is  filled  with  illustra- 
tions of  misuse  and  loss.^ 

Bonding  plan.  Bonding  is  the  most  widely  used  plan  for  financing 
capital  outlay  projects.  It  involves  paying  for  buildings  over  a period 
of  years  after  construction  is  completed.  The  chief  advantages  are  the 
stability  that  is  maintained  in  the  revenue  system,  the  assurance  it 
gives  that  building  needs  will  be  met,  and  the  distribution  of  the  cost 
to  the  taxpayers  whose  children  will  use  the  buildings.  Its  disadvan- 
tages are  that  total  oosts  are  larger  and  the  tendency  toward  extravagance 
under  the  deferred  payment  plan  is  greater.^ 

The  different  kinds  of  bonds  may  bs  classified  according  to  the 
degree  of  risk  to  the  bond  buyers  or  according  to  oonditlons  attendant 
on  the  payment  of  principal  and  interest.  Kith  respect  to  method  of  pay- 
ment, bonds  may  be  divided  into  three  classes— straight  tern,  sinking 
fund,  and  serial  bonds.  The  straight  term  bond  stipulates  that  the  en- 
tire principal  be  paid  at  the  «d  of  the  term  with  interest  payments 
being  paid  annually  or  semi-mimually.  The  sinking  ibid  bond  is  a straight 
ten  bond  accompanied  with  the  provision  that  a sinking  fund  shall  be 
created  that  will  be  sufficient  to  retire  the  bond  when  it  comes  due. 

The  serial  bond  is  one  that  is  retired  by  making  payments  at  regular  in- 
tervals over  the  entire  ten  of  both  principal  and  Interest.  From  the 

1Ibld. . p.  355- 

2lbld. 
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advantages  and  disadvantages  previously  pointed  oat  for  the  pay-as-you- 
go  plan.  It  is  evident  that  of  the  three  olasaes  of  bonds  the  serial 
offers  the  best  approach  to  financing  for  the  publlo  schools.1 

There  is  less  agreement  with  respect  to  the  length  of  tern  of 
bonds.  Terns  nay  vary  from  tan  to  fifty  years,  but  the  average  Is  from 
tsenty  to  thirty  years.  As  reported  by  J.  li.  Smith  In  1930,  teenty 
states  had  a legal  Hesitation  of  tsenty  years  and  twelve  states  thirty 
years.2  None  had  a limitation  of  less  than  tsenty  years,  although  there 
Is  nos  a tendency  toward  reducing  the  maximm  tern  permitted  In  previous 
years. 

With  the  greater  supply  of  money  and  better  credit  rating  of  the 
schools  In  recent  years.  Interest  rates  have  been  lowered  considerably. 
Running  as  high  as  8 per  cent  during  and  before  the  1930's,  interest 
rates  have  nos  backml  down  to  from  2 to  3 per  oent  or  even  lower  on  par- 
ticularly high  grade  securities.  Any  income  derived  from  Interest  on 
sohool  bonds  Is  nos  exempt  from  the  federal  income  tax.  This  fnot  has 
contributed  toward  lower  interest  rates  on  school  bonds. 

The  procedure  to  be  followed  in  the  initiating,  voting,  selling, 
collection,  and  use  of  prooeeds  of  bond  issues  is  naturally  enough  rather 
Involved.  It  is  usually  described  In  detail  by  state  law  In  an  attest 
to  prevent  later  legal  difficulties.  Court  oases  have  arisen  whiah 

1R.  L.  Johns,  "Regulation  and  Limitation  of  Credit  to  Boards  of 
Education,"  Review  of  Educational  Research.  XI  (April,  19U7) , 193. 

*J.  H.  Smith,  Impal  T.lgiltmt.tnna  on  Bonds  and  Taxation  for  Pllh- 
lie  Sohool  Buildings.  1930. 


challenged  various  phases  of  bonding  procedure.  It  Is  of  special 


terest  to  note  that  sons  states  which  haws  large  enough  funds  on  hand 
buy  their  own  school  bonds.^  In  this  manner  Interest  rates  oan  often  be 
lessened,  a practice  which  results  In  considerable  savings  for  the 
people  and  the  schools. 

One  of  the  general  requirements  of  bond  Issues  for  school  pur- 
pose has  been  the  approval  of  such  an  Issue  by  the  people  at  a regular 
or  a special  election.  The  loptrtanoe  of  such  procedure  Is  that  slnoe. 

In  the  final  analysis,  the  people  pay  for  the  retirement  of  the  Issue, 
their  approval  serves  as  a pledge  of  good  faith.  In  addition,  their 
approval  serves  as  a check  on  a possibly  excessive  Issue.  In  sods 
states  the  fact  that  property  osnars  are  taxed  far  bond  Issues  has  been 
interpreted  to  seen  that  only  they  oan  vote,  but  such  Interpretations 
have  been  deolared  unconstitutional  by  the  supreme  courts  In  sans  states.1 2 
Seven  status  still  allow  only  property  owners  to  vots.^  Only  two  states, 
Florida  and  Colorado,  require  more  than  a majority  vote  of  the  free- 
holders participating  In  the  election.^  In  Florida  the  state  constitu- 
tion requires  that  a majority  of  the  qualified  electors  who  are  free- 
holders vote  In  favor  of  a bond  Issue.  Such  factors  as  absentee  owner- 


1Mort  end  Reusaer  , op.  dt.,  p.  367. 

2Ibid..  p.  36$. 

^The  Fortv-agt  State  Sohool  Systems,  p.  >7.  The  Council  of 
‘‘ibid. 


■hip,  retired  childless  freeholders,  and  unpurged  voter  lists  here 


it  exceedingly  difficult  to  get  a bond  issue  passed.  Johns  maintains 
that  "it  is  undemocratic  for  Just  freeholders  to  vote  on  proposed  bond 
issues.  ...  to  improve  the  situation  to  some  extent  certain  counties 
in  Florida  (bade  and  Duval)  have  had  special  bills  passed  which  oall 
far  a special  registration  prior  to  voting  on  bond  issues  in  order  to 
purge  voter  lists."1 

Some  of  the  disadvantages  of  both  the  payss-you-go  and  the 
bonding  plans  may  be  counteracted  by  competent  state  supervision. 

Johns  lists  competent  state  supervision  of  school  building  construction 
as  one  of  the  criteria  for  formulating  a technique  of  state  aid  for 
capital  outlay  and  debt  service.2 

Since  bonding  is  a method  often  used  in  securing  finds  it  has 
been  discussed  at  some  length.  However,  Grace  and  Hoe  report  that  naoh 
long  ten  borrowing  can  be  avoided  by  careful  planning  and  management 
of  capital  outlays.^  Burke  sets  forth  four  ways  to  avoid  long  term  in- 
debtedness. They  are  (l)  careful  planning,  (2)  adopting  the  payes-you- 
go  policy,  (3)  creating  a building  reaerva  fund,  and  (U)  using  a cav- 
il 

bination  of  the  last  two. 

^Personal  interview  with  Dr.  R.  L.  Johns,  Professor  of  School 
Administration,  University  of  Florida,  July  12,  1951. 

^R.  L.  Johns,  "How  States  Can  Aid  in  Providing  School  Facilities," 
School  Management.  (April,  1?1»7),  23. 

^A.  B.  Orsos  and  0.  A.  Hoe,  State  Aid  and  School  Coats.  Regents 
Inquiry  Report  Volume,  1939. 

**Burke,  op.  clt. , p.  U62. 


Jf  credit  1b  not  In  itself  ■ good 


bad  thing. 


The  use  a 

is  the  purposes  and  prooedures  involved  that  oan  oaks  it  either  one  or 
the  other.  To  determine  ehether  or  not  tbs  purposes  and  prooedures  are 
good,  it  is  best  to  begin  with  certain  baslo  financial  principles. 

Those  set  forth  by  hort  and  Reusaer  are  democracy,  prudence,  stability, 
and  variability.  The  democratic  and  prudential  principles  should  govern 
the  location  of  the  posers  of  control  and  support.  That  agency,  state 
or  local,  that  oan  best  and  most  efficiently  administer  an  educational 
filiation  in  the  best  interests  of  all  the  people  of  the  state  is  tbs 
one  that  should  be  so  charged,  the  principle  of  stability  would  require 
a relatively  uniform  tax  effort  over  a period  of  years  in  order  to  pa 
vide  for  long  tens  building  plans.  With  respect  to  the  principle  of 
variability,  or  flexibility,  the  school  eyetas  should  be  so  organised 
and  managed  that  there  will  be  auffloioit  leeway  for  the  several  unite 
to  make  adjustments  for  their  individual  needs. 

Amounts  borrowed  in  icy  flsoal  year  for  current  expenses  should 
be  paid  back  at  least  within  the  year.  The  large  coats  of  permanent 
improvements,  however,  usually  necessitate  payments  over  a period  of 
years.  The  two  general  financing  plans  for  permanent  Improvements  are 

and  disadvantages,  but  Burke  recommend e the  pay-ea-you-go  as  the  better 
plan.  Under  the  pay-as-you-go  plan  buildings  are  paid  for  before  and 


during  the  period  of  construction.  The  bonding  pilan  involves  payment 


teroines  the  type  of  bond  to  be  used.  The  three  general  types  of  bonds 
are  the  straight  term,  sinking  hand,  and  serial.  Johns  recomends  the 
serial  as  best.  Restrictions  relative  to  the  approval  of  bond  Issues 
by  popular  vote  vary  widely  In  tbs  several  states.  Seven  states  still 
allow  only  property  owners  to  vote  on  bond  issues.  Such  procedure, 
however,  has  been  declared  unconstitutional  by  the  supreoe  courts  In 


CHAPTER  m 


CONDITIOie  AKE  PRACTICES  AFFECTItC 
PUBLIC  SCHOOL  IlCHBTEDHESS 

Despite  the  fact  that  Florida  was  the  site  of  the  earliest 
European  settlement  In  America  and  bad  a colorful  early  history,  her 
development  as  a state  of  the  Union  lagged  behind  that  of  the  other 
eastern  states.  Florida  prior  to  the  1880's,  so  far  as  this  study  Is 
concerned,  ms  In  a dormant  state,  undeveloped  mainly  because  of  lack 
of  inland  transportation.  In  1868  railroad  facilities  oonslsted  of  but 
four  stretches— from  Jacksonville  to  Lake  City  (60  miles),  from  Talla- 
hassee to  St.  Harks  (20  miles),  from  lake  City  to  Quinsy  (130  miles), 
snd  from  Fernandlna  to  Cedar  leys  (1U0  miles).  Cedar  Keys,  today  little 
mere  than  a fishing  village,  mas  the  farthest  point  south  to  shloh  the 
railroad  extended  ani  even  so  was  located  300  miles  north  of  what  la  to- 
day Miami.  The  Suwannee  and  the  St.  Johns  rivers  helped  to  serve  the 
same  general  area  so  that  the  northeastern  section  of  Florida,  that  Is 


populated  region,  there  being  from  six  to  eighteen  people  per  square 
mile  In  1880.1 

From  Cedar  Key  south  to  Tampa  Bay,  a region  representing  the 
northern  half  of  peninsula  Florida,  the  population  was  only  from  two  to 
six  per  square  mile.2  It  would  probably  not  have  been  this  dense  except 
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for  the  Tampa 


center  for  the  South  In  the  liar  Between  the  States. 

It  is  interesting  to  note  that  the  most  heavily  populated  region 
in  Florida  at  this  tine,  which  was  from  eighteen  to  forty-five  persons 
per  square  mile,  was  in  the  Tallahassee  area  and  north  to  the  Georgia 
border,  spreading  from  east  to  west  approximately  100  miles.  Here  was 
fertile  land  to  rtileh  had  migrated  plantation  owners  of  Virginia  and  the 
Carolines  to  continue  their  plantation  type  of  livelihood.^ 

The  War  Between  the  States  and  the  Reconstruction  Period  which 
followed  had  not  spared  this  region,  nor  had  the  rest  of  Florida  been 
spared.  Judge  J.  B.  Whitfield  described  the  general  economic  situation 


in  one  sentence  when  ho  said,  "There  are  no  words  to 
we  are  ■* 


describe  how  poor 


The  schools  were  in  much  the  sane  condition  ftr  lack  of  funds. 
Although  taxation  by  counties  for  the  support  of  the  schools  was  author- 
ised as  far  back  an  1850,  the  people  showed  little  disposition  to  pro- 


too  proud  to  avail  themselves  of  the  benefits  of  a free  school  fund 
which  though  mall  waa  by  comon  consent  applied  almost  exclusively 
toward  payment  for  the  children  of  the  poor."1 2 3  Thus  in  the  span  of 


1Ibld. . p.  352. 

2Ibid. 

3Blemlal  Report  of  the  Superintendent  of  Public  Instruction. 
189U,  p.  6. 
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lifetime  may  be  seen  e complete  reversal  of  philosophy  or  realise  to- 
ward taxation  for  the  "cannon  schools.11 

The  First  land  Booms  and  the  Big  Freese,  1880-1898 

In  1870,  while  the  Sooth  was  struggling  through  reconstruction, 
the  Northern  tourist  trade  began  In  earnest.  The  tourists  found  It  an 
arduous  Journey,  however,  by  steamer  from  Charleston  or  Savannah  to 
Jacksonville  or  by  rail  from  Savannah  to  Jacksonville  via  Live  Oak. 

From  Live  Oak  to  Jacksonville  alone  required  sixteen  hours. 

With  the  tourist  trade  and  consequent  Northern  Interest  cane 
the  developers  and  speculators.  Tbs  most  important  of  these  first  de- 
velopers was  Hamilton  Disston,  a Philadelphia  capitalist.^  He  beoams 
interested  in  the  state  through  a a on  tract  to  undertake  the  drainage  of 
lands  fkem  the  upper  lakes  of  the  Kisslnssce  River  south  to  the  Bver- 
C lades,  and  from  Lake  Okeechobee  west  to  the  Qulf,  a vast  area  of  central 
and  south  Florida.  Tbs  terms  of  the  oontract  were  that  the  investors 
would  receive  one-half  of  the  land  reclaimed.  It  was  Indeed  a question- 
able arrangement  because  much  of  the  land  lnaluded  sms  in  no  need  of  re- 
clamation. The  State,  however,  was  asking  the  bsst  of  a bad  situation. 
Previously  it  had  allocated  fourteen  million  mores  to  what  was  celled 
'the  Internal  Improvement  Fund.*  Under  this  fund  several  developmental 
projects  were  begun  and  others  plaoed  under  consideration.  One  suoh 
project  was  a canal  from  the  east  to  the  west  coast  of  Florida  to 


^Hanna,  op.  olt. . p.  351. 
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facilitate  oomnunioatlons.  Chough  of  these  projects  ware  launched  to 
place  the  State  one  Billion  dollars  In  debt,  a huge  amount  tinea  being 
what  they  ware.  Worried  about  their  money.  Investors  appealed  to  the 
D.  S.  Circuit  Court  far  an  order  to  sell  all  the  lands  belonging  to  the 
Internal  Improvement  Fund  as  a method  of  regaining  their  investments. 
Since  this  fund  held  fourteen  Billion  sores.  It  would  have  been  disas- 
trous to  dup  such  an  amount  on  the  market  at  one  time  for  forced  sale. 

It  was  at  this  time  that  Clsston  purchased  frai  the  State  the 
astronomical  amount  of  foie-  Billion  acres  of  “reclaimed*  land  at  twenty- 
five  cents  per  aere.^  This  sale  In  1681  provided  the  million  dollars 
neoeasary  to  remove  the  State's  previously  Incurred  debts,  and  It  pro- 
vided the  Initial  push  toward  south  Florida.  A burst  of  railroad  build- 
ing began,  moon  mileage  being  laid  down  in  1681  and  1862  than  the  total 
amount  previously  built.  In  188U  one  thousand  miles  had  been  ocapleted 
or  graded. 

By  1890  the  Jacksonville  area  had  Increased  In  population  from 
US  to  90  people  per  square  mile,  the  Tampa  area  from  18  to  U5  per  square 
elle,  and  the  northern  two-thirds  of  peninsula  Florida  had  a population 
of  from  6 to  18  persons  per  square  mile.  Only  the  Everglades  section 
and  lower  east  coast  had  less  than  two  Inhabitants  per  square  mile. 

Two  other  large  scale  developers  now  began  to  Bake  their  In- 
fluence felt.  Henry  M.  Flagler  chose  the  East  Coast  and  Henry  B.  Plant 
the  West.*  Flagler  was  to  pour  from  fifty  to  seventy-five  millions  of 

1Ibld. 

2 Ibid. . p.  356. 


to  go  toward 


dollars  Into  the  oast  coast  development,  an  amount  roughlj 
public  school  debt  at  lta  height.  Uush  of  this  money  was 
the  construction  of  a string  of  palatial  hotels  to  attract  the  tourist 
trade.  Flagler  also  recognised  the  Importance  of  the  other  phases  of 
Florida's  economy,  for  when  In  1894  the  first  freese  struck  he  extended 
his  operations  southward.  After  the  second  freese  the  following  year 
with  Florida  almost  (rostrate,  his  oorperation  Issued  free  seed,  hauled 
fertiliser  without  aharge,  and  provided  orate  material,  thus  stabilis- 
ing credit  and  preventing  a financial  as  wall  as  a natural  disaster. 
With  this  backing  the  trucking  Industry  went  full  speed  ahead,  made 
good  crops,  and  became  firmly  established  as  a part  of  Florida's  eoon- 


Also  around  1890  phosphate  mining  began  and  was  to  become  firmly 
established  by  1900,  an  lixtuatry  that  was  In  the  next  half  oantury  to 
bring  to  tbs  state  270,000,000  dollars  and  to  represent  80  per  cent  of 
the  world's  phosphate  production.^ 

In  1896  Miami  beoame  incorporated  with  $02  voters.1 2  The  west 
coast  had  a later  developsient  mainly  because  railroad  facilities  opened 
up  more  slowly  and  there  were  no  strings  of  pslstlsl  hotels.  Not  until 
1900-1910  was  there  a railroad  oonneotion  between  Fart  Mywrs  end  the 
North  end  even  then  It  went  through  Jacksonville  until  after  the  boom. 

1Tbld.,  p.  371. 

2Ibld..  p.  360. 


The  Schools 


Luring  this  development  what  was  the  situation  of  the  schools, 
the  attitude  of  the  people  toeard  them!  Florida's  present  Constitution 
mo  adopted  In  158$,  and  it  provided  for  a state  tax  of  one  Bill  to  be 
distributed  among  the  counties,  a county  tax  of  not  less  than  throe  nor 
sore  than  five  mills,  and  a district  tax  of  not  more  then  three  Bills 
whenever  a majority  of  the  qualified  voters  who  paid  a tax  on  real  or 
personal  property  should  vote  such  a levy.  Seven  years  later  In  1892 
the  Bevlsed  General  Statutes  made  the  county  school  board  a corporation 
by  law  and  empowered  it  "to  do  whatever  was  necessary*1  In  locating, 

no  limitation  other  than  constitutional  on  the  insuring  of  indebtedness. 
School  boards  held  almost  a free  rein.  So  long  as  they  oould  find  a 
lender,  they  oould  barrow. 

Florida  was  fortunate  to  have  in  the  1890's  and  for  many  suc- 
ceeding years  a painstaking  and  thorough  State  Superintendent  of  Public 
Instruction,  the  Honorable  oil 11 am  N.  Sheets.  He  believed  in  complete 
and  accurate  records  no  matter  how  tremendous  the  amount  of  compilation 
involved,  and  theae  records  have  proved  their  value  many  times  aver  far 
those  interested  in  the  development  of  the  schools.  It  is  through  hie 
biennial  report*  to  the  legislature,  published  as  books,  that  a dear 
picture  of  the  school  situation  may  be  seen.  State  superintendents  today 

^See  following  chapter  for  adapter  end  section  numbers  of  Florida 

laws. 
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pattern  In  talking  their  biennial  reports*  It 


me  In  1891:  that  Superintendent  Sheets  side  hie  first  bienniel  report, 
and  In  this  report  hs  gave  e brief  history  of  the  development  of  the 
sohoals  up  to  that  time* 

His  seoond  report,  that  of  1896,  ves  important  for  teo  reasons. 
First,  during  the  fiscal  year  ending  dune  30,  1891t,  the  schools  sere 
still  In  a relatively  sound  financial  condition.  Total  receipts  sere 
•7llO,li77j  total  expenditures,  $6Ui,lllj  cash  on  hand,  $86,2531  and  In- 
debtedness carried  crrwr,  850,385.  Receipts  ware  at  least  acre  than  ex- 
penditures, and  the  indebtedness  saa  but  7 per  cent  of  the  total  receipts. 
Seoond,  the  description  by  the  Superintendent  of  conditions  In  the  period 
free  l89lt  to  1896  sas  very  graphic.  1 portion  of  it  follows  1 

The  shoeing  made  far  public  education  during  the  past 
two  years,  considering  the  great  disaster  shioh  befell  the 
State  about  the  middle  of  the  sohool  term  during  the  first 
one  of  this  biennium,  is  very  gratifying  indeed,  and  demon- 
strates more  clearly,  perhaps,  the  deep  interest  felt  In 
the  public  schools  than  could  bs  shown  under  more  favor- 
able circumstances. 

Dp  to  the  time  of  these  "memorable  freeses,"  In  neoem- 
ber, 189D,  and  on  February  8,  1895*  the  report  was  general 
from  every  part  of  the  State  that  the  schools  had  never 
been  so  well  attended,  nor  the  cause  of  public  education 
apparently  so  deeply  rooted  in  the  affections  of  the  people. 

Those  living  outside  of  the  State,  end  not  engaged  in  the 
cultivation  of  tropical  fruits  and  vegetables,  have  tut 
slight  appreciation  of  what  is  meant  by  a freeie,  which  Im- 
poverishes the  rioh  and  takes  away  the  visible  means  of 
subsistence  from  tens  of  thousands  of  Industrious  oitisena 
in  one  night.  Droves,  which  had  given  employment  to  thou- 
sands of  laborers,  yielded  large  incomes,  had  required  many 
years  and  much  capital  to  grow,  were  worth  the  bare  land 
the  next  morning.  The  effeot  upon  the  State  was  the  soma 
as  if  every  manufactory  in  New  England  without  insurance 
had  been  burned  to  the  ground  in  one  night.  Florida  is  the 
only  state  in  the  Union  with  such  recuperative  powers  as  to 
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stand  so  great  a strain  without  a general  appeal  for 
charity.  Xou  well  know  how  the  taxable  values  of  the 
State  were  reduced  and  the  ability  for  paying  the  taxes 
already  assessed  diminished,  and  that  you  acting  with 
the  advice  and  consent  of  your  cabinet  requested  County 

lection  of  taxes,  which  action  the  Legislature  of  1895 
afterwards  endorsed  by  extending  the  limit  tor  the  pay- 
ment of  taxes  past  due  until  In  the  fall. 

After  this  great  destruction  of  property  and  enforced 
seeking  of  other  means  of  livelihood  on  the  part  of  many 
of  our  citisens,  many  friends  of  education  gravely  feared, 
aid  It  really  appeared,  that  It  would  be  Impossible  to 
continue  the  schools  for  the  want  of  toads.  And  it  Is 
doubtless  true.  If  public  favor  had  not  been  so  completely 

for  education  had  not  been  made  mandatory  In  the  State 
Constitution,  that  a movement  would  have  been  attested 
to  curtail  public  expenses  by  reduolng  the  sohool  tax. 
ait  nothing  of  the  kind  was  dons  and  beyond  a decrease  In 
salaries  of  teachers  and  shcr toning  of  the  school  term  in 
some  counties,  both  slight,  and  a lessening  of  the  ef- 
forts of  school  officers  to  open  up  schools  which  had  not 
been  started,  the  educational  Interests  hardly  disclose 
that  the  State  had  suffered  a great  disaster,  as  will  be 
seen  from  comparative  statistics  on  the  following  pages. 

Phmrevsr  1 have  boon  In  the  Stats,  the  spirit  far  Im- 
proving sohool  buildings  seems  prevalent.  The  reported 
expenditures  for  school  buildings  gives  but  a poor  Idea 
of  wbat  has  been  done  In  that  direction,  as  much  of  the 
work  was  paid  far  by  private  subscription  and  by  sub- 
district tax  and  is  not,reparted  as  one  of  the  expendi- 
tures by  County  Boards.1 

The  people  owe  thus  In  dead  earnest  about  thalr  schools  and  built  and 
paid  for  them  with  whatever  means  were  at  hand. 

The  Spanlah-Amerloan  War.  1898 

Reports  differ  on  the  Influence  of  this  war  upon  the  growth  of 
Florida  and  its  schools,  but  one  historian  states I 


^William  K.  Sheats,  Biennial  Report  to  the  Legislature,  1896. 

pp.  5-6. 
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Taken  as  a whole  the  war  profited  Florida.  Her  ex- 
penses were  light  while  the  amount  of  advertising  brought 
to  the  state  by  United  States  forces  was  great.  It  pro- 
vided an  excellent  opportunity  to  attract  settlers  aid 
tourists. 

Whether  this  or  the  stronger  attachment  of  the  people  far  their 
schools  was  the  major  factor  is  a matter  of  oonjeoture,  but  in  this  year 
the  total  indebtedness  of  county  boards  (districts  not  yet  having  made 
their  influence  fait)  Jumped  from  39U.621  to  *11*1,915,  an  increase  of  70 
per  cent  in  one  year's  time.  Since  taxable  values  had  declined,  to  meet 
this  indebtedness  county  levies  sent  up.  It  was  a significant  change, 
for  while  in  1888  only  seven  counties  levied  the  maximum  of  five  »m« 
allowed,  in  1898  thirty-four  levied  the  maximum  and  not  one  the  mini  in 
of  three  mills.  Thus  began  in  1898  the  maximum  use  of  taxing  power 
allseed,  a practice  that  was  to  expand  in  future  years  as  rapidly  as  the 
Constitution  and  statutes  would  allow.  Superintendent  Sheets,  in  1898, 
again  reported  on  the  enthusiasm  of  the  people  far  the  schools I 

In  submitting  this,  my  third  Bl-ennlal  Report,  it  is 
gratifying  to  be  able  to  show  that  an  unbroken  record  of 
thirty  years  in  reporting  continuous  improvement  and 
growth  remains  unbroken  for  the  past  two  years,  though 
the  schools  within  this  period  have  been  affected  by  the 
unusual  disasters  of  a fTeese,  a oyolone,  and  a drouth, 
and,  added  to  these,  the  excitements  of  a war  with  armies 
passing  through  the  State,  and  large  bodies  of  troops 
quartered  at  different  points  within  its  bounds. 

The  apprehension  was  general  with  all  entrusted  with 
the  administration  of  the  schools  that  each  one  of  the 
above  disasters  would  decrease  materially  the  aggregate 
showing  made  for  public  education.  It  was  a gratifying 
surprise  that  with  reduced  school  revenues.  Instead  of  a 
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decrease  in  the  timber  of  schools,  in  enrollment,  in 
average  attendance,  in  buildings  end  equipment,  and  in 
many  other  important  items,  there  has  been  an  increase 
in  all  essential  lines,  particularly  in  professional 
spirit  among  the  teaching  body,  in  awakened  interest 
among  school  officers,  and  in  greater  appreciation  of 
the  public  schools  by  the  masses.  Ibis  appreciation 
manifests  Itself  unnistakably  in  the  greater  cheerful- 
ness with  which  school  taxes  are  paid,  in  the  readiness 
by  which  sub-districts  have  been  voted  upon  themselves 
by  the  tax-payers  in  supplement  of  the  other  means  pro- 
vided far  the  sustenance  of  the  public  sohools,  in  the 
efforts  made  to  obtain  better  buildings  aid  equipment 
and  in  the  general  demand,  from  every  part  of  the  State, 
far  longer  eahool  terms  and  for  mare  scholarly  and  pro- 
fessional teachers.  Hie  people  generally  express  greater 
appreciation  of  the  public  schools,  and  give  evidenoe  of 
stronger  faith  in  the  possibilities  and  the  final  out- 
come of  public  education.1 


The  Florida  Boom  Continues,  1900-1922 

In  the  first  four  years.  Item  1900  to  190l»,  school  Indebtedness 
more  than  doubled  and  again  more  than  doubled  in  the  succeeding  two 
years.  In  1906  total  indebtedness  stood  at  slightly  less  than  one-half 
Billion,  with  the  value  of  school  property  nUghtly  more  than  two  mil- 
lion. K constitutional  amendment  had  bean  adopted  in  190lt  allowing 
counties  to  raise  their  levy  from  five  to  seven  mills.  The  schools  were 
only  trying  to  keep  paoe  with  the  rest  of  Florida,  for  south  aid  south- 
east of  hake  Okeechobee  lay  the  Everglades,  whioh  if  drained  would  — 
rloh  farm  lands. 

This  drainage  development  began  in  1906.  Over  fifty  oompaniea 
beoams  involved  in  selling  Everglades  land  throughout  the  United  States. 

biennial  Report  of  the  Superintendent  of  Public  Inatmotlon. 
1896.  PP.  7-8. 
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Towns  and  lots  were  laid  out  on  paper  and  sold.  deny  Investors  spent 
their  life  ties' s savings.  The  government  began  a congressional  Inves- 
tigation which  resulted  In  many  trials  and  convictions  on  the  grounds  of 
using  the  wails  to  defraud.  Public  confidence  was  underwinad  and  the 
boon  died  out.1.  Not  until  1923  was  another  boos  to  begin,  but  in  the 
meantime  school  authorities  and  the  people  remained  optimistic. 

The  Rise  of  District  Indebtedness 

One  of  the  major  administrative  difficulties  in  the  school  dis- 
tricts ns  the  almost  complete  Independence  of  district  trustees  in  re- 
lation to  their  oounty  boards.  In  1906  the  Legislature  passed  an  act 
which  provided  that  the  trustees  of  school  districts  should  be  corpora— 
tions,  that  they  might  hold  property,  sue  and  be  sued,  and  perform  other 
corporate  functions  such  as  carrying  out  the  usual  duties  necessary  to 
provide  buildings,  repair  the  same,  and  purchase  libraries  ant  other 
school  appliances,  provided  that  no  debt  should  be  created  without  the 
approval  of  the  oounty  board. ^ Thus,  while  by  law  it  waa  necessary  to 
have  the  approval  of  the  county  board  before  incurring  obligations,  this 
law  was  not  always  observed,  as  is  pointed  out  later  in  this  study. 

These  trustees  could  further  say  what  proportion  of  the  school 
funds  raised  within  their  respective  districts  should  be  applied  in  any 
year  to  buildings,  repairs  on  buildings,  to  school  libraries,  to  salaries 

^General  Statutes  of  Florida.  1906.  Sections  U09  and  !|ll|. 
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of  to* ohara,  and  to  other  educational  purposes.  Since  there  ears  over 
one  thousand  special  tax  school  districts  in  the  State,  this  meant  that 
each  county  board  had  on  the  average  to  deal  with  approximately  twenty-two 
different  corporations,  each  practically  independent.  Soall  wonder  that 
boa-da  were  to  get  into  many  difficulties  in  succeeding  years.  let 
they  had  this  situation  to  face  until  1939. 

In  1912  the  Constitution  was  amended,  authorising  school  dis- 
trict bonds  for  bill!  dine  purposes]  and  the  foil  owing  year  the  Legislature 
wads  the  provision  operative,  authorising  a school  district  levy  of  five 
wills  to  float  and  to  retire  theee  bonds. ^ In  the  next  eighteen  months 
school  districts  voted  bonds  in  the  aggregate  of  a full  one  million  dol- 
lars, and  that  in  a State  with  less  than  a million  population.  In  ad- 
dition, eleotiona  ware  pending  for  additional  bond  Issues  totaling 

The  value  of  school  property  had  increased  from  roughly  one-half 
million  in  189U  to  one  million  in  1901.,  to  five  million  in  1911..  In 

indebtedness  was  still  only  5169,773,  but  as  just  outlined  the  road  now 
stood  wide  open. 

That  Superintaalent  Sheets  bed  begun  to  feel  some  apprehension 
wee  evidenced  by  his  Biennial  Report  of  1911.,  in  which  ha  said. 

Reference  has  been  nede  atsewhore  of  the  tendency  of 

Ccsinty  Boards  to  quickly  and  hopelessly  get  in  debt.  With 


Chapter  65h2. 
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the  present  spirit  of  progress  rife  in  the  State  this  is 
the  most  alarming  feature  for  the  public  schools  in 
sight  • • . the  inconsiderate  purchase  of  all  sorts  of 
mares  which  the  shrewd  agent  has  the  cheek  to  offer  for 
sale  is  often  at  startling  prices.  It  might  not  be  un- 
wise for  toe  legislature  to  enact  a lam  prohibiting 
School  Boards  from  expending  mere  for  the  current  ex- 
penses of  toe  schools  than  their  visible  annual  inoome 
and  requiring  then,  with  vies  of  preventing  many  hasty 
and  umiae  purchases  to  advertise  for  bids  and  let  no 
work  or  make  any  purchase  of,  the  value  of  $100  or  more 
except  upon  competitive  bid. 

Possibly  as  a result  of  tola  suggestion  the  Legislature  In  1915 
passed  a lam  limiting  the  County  Board's  borrowing  power  to  80  per  oent 
of  anticipated  revenues  for  toe  next  ensuing  year*  and  stating  that 
this  must  be  paid  before  repeating  tbs  procedure,  but  Superintendent 
Sheets  mas  not  too  optimistic,  stating  in  his  Report  of  1916  tost 

this  measure  seems  to  have  had  some  effect.  ...  It  is 
hard  to  prediot  what  the  final  result  of  this  tendency 
to  create  school  Indebtedness  will  be. 


Slnoe  the  amendment  in  1912  school  districts  in  less  than 
four  years  voted  over  four  million  dollars  in  bonds, 
nothing  further  need  be  added  to  indicate  the  great  will- 
ingness of  the  masses  to  properly  support  the  schools.  . . . 
While  the  willingness  of  the  people  to  pay  for  public  edu- 
cation is  most  gratifying,  on  the  other  hand  the  most  alarm- 
ing feature  of  all  is  the  ease  and  readiness  with  which 
County  Boards  rush  into  debt.  It  la  feared  that  same  coun- 
ties owe  at  the  preasnt.time  more  than  they  will  be  able 
to  pay  in  a generation.-* 


clal  Report  of  the  Superintendent  of  Publlo  InBtruotlop. 


1916.  p.  3 CT 


2Laws  of  Florida.  1915.  Chapter  6828. 

biennial  Report  of  the  Superintendent  of  Publlo  Instruction, 


36 


Thus  ten  jeers  before  the  big  boom  Ur>  Sheets  sect  the  handwrit- 
ing on  the  well.  The  districts  had  begun  to  roll*  By  1916  practically 
every  oounty  levied  the  mart aim  of  seven  mills  allowed,  but  even  so 

aent  had  increased  to  nearly  eleven  millions  of  dollars,  the  indebted- 
ness was  seven  millions.  Thus  began  a series  of  cycles— vote  more  bonds 
and  raise  more  taxes. 

In  1918  the  Constitution  was  again  amended,  Increasing  the  maxi- 
ma oounty  tax  levy  tor  current  expenses  to  ten  mills.  Even  this  was 
not  enough,  as  evidenced  by  the  Superintendent's  Biennial  Report  of 
1920  with  reference  to  recomended  legislation! 

It  Is  held  that  the  school  fund  of  the  state  Is  In- 
adequate and  will  continue  to  be  inadequate  under  present 
Constitutional  provisions  far  this  fund.  The  cry  is 
raised  from  every  part  of  the  State  that  school  funds  are 
Inadequate,  teachers  are  Improperly  paid,  and  It  is  even 
held  that  the  shortage  of  teachers  is  due  to  this  fact. 

Forty-one  County  School  Boards  are  In  debt.  This  In  many 
oases  arises  from  bad  management,  but  it  le  an  undeniable 
fact  that  the  school  funds  are  Insufficient  to  meet  the 
needs  tor  the  advancement  in  the  publio  schools. 

Several  propositions  will  be  submitted  to  the  Legisla- 
ture for  Increasing  school  revenue.  It  la  believed  the 
one  Increasing  the  Special  Tax  School  District  Levy  will 
practically  meet  the  situation.  More  than  two  thirds  of 
the  schools  of  the  State  are  supported  by  district  taxes. 

If  this  millage  were  Increased  from  three  to  ten  mills, 
or  some  other  reasonable  millage  the  neoesslty  would  be 
met.  It  is  hoped  by  no  means  laws  will  be  passed  removing 
the  restrictions  to cm  school  expenditures. 

The  rapidity  ard  recklessness  with  idiioh  many  County 
Boards  create  school  debts  outranks  every  other  menace  to 
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our  public  achool  system.  Provide  more  funds  but  still 
restrict  the  unlimited  creation  of  debt.1 

The  Big  Boon  and  Collapse,  1922-1929 
With  schools  already  in  a difficult  financial  condition, 
period  1922-1929  loomed  on  the  horiaon.  This  period  of  from led 
estate  speculation  uas  to  be  referred  to  as  the  "Florida  Boom." 
boom  that  dwarfed  all  others  had  as  its  focal  point  the  Miami  an 
rather  than  the  lake  region. 

In  1924  the  Seaboard  Airline  Railroad  entered  east  ooaat  terri- 
tory and  also  for  the  first  time  connected  the  east  and  west  coasts. 

In  the  same  year  a toll  road  built  by  a promoter  and  authorised  by  the 
Legislature  was  opened  in  order  to  connect  the  West  Palm  Beaoh  region 
with  the  west  coast  via  Okeechobee  City.  It  was  constructed  on  wok 
soil  in  a previously  inaccessible  region  and  was  called  the  Connors 
Highway,  after  its  promoter. 

Even  more  Important  was  the  opening  in  1925  of  the  Dixie  High- 
way, extending  from  the  Canadian  border  to  Itiami.  The  state  in  general 
was  growing  so  fast  that  its  communities  could  not  oare  for  the  people 
pouring  in  from  all  parte  of  the  country.  There  were  few  public  con- 
veniences such  as  paved  roads  and  schools,  but  alert  developers  were  on 
ham.  In  five  years  Florida  was  to  get  a road  system  that  ordinarily 


^Biennial  Report  of  the  Superintendent  of  Public  Instruction. 
1920.  p.  W. 
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Millionaires  moved  Into  the  Miami  area  and  the  boon  began.  In 
192$  It  n>  at  ita  height)  properties  were  sold  many  times  and  usually 
each  time  at  a profit.  In  Waal  alone  one  hundred  million  dollars  was 
Issued  in  building  permits.  Sidewalks  and  streets  that  oan  still  be 
seen  Iran  the  air  today  ware  laid  out  Into  the  forest  aid  palmetto  flats. 

In  the  sinter  of  1925-1926  the  appearance  of  deflation  shored, 
freight  congestion  slowed  don  expansion)  railroads  ware  so  overtaxed 
that  embargoes  had  to  be  issued  to  regulate  lnooming  goods.  Water 
freight  was  tied  up  by  the  lack  of  docking  facilities. 

Speculation  had  reached  too  dlssy  a height.  "Binder  boys"  con- 
trasted ftr  lands  and  sold  before  first  Installments  were  due.  is  In- 
stallments became  due  purchasers  refused  to  make  payments,  and  the 
price  of  securities  dropped,  and  many  of  the  less  stable  banks  failed. 

To  complicate  matters  nature  applied  herself  In  the  fora  of  a 
hurricane  In  1926  that  struck  Miami  and  moved  on  to  Okeechobee  City 
almost  drowning  the  town.  Again  in  1926  another  struck  the  Palm  Beach 
region  and  moved  on  to  Lake  Okeechobee,  flooding  the  vast  low  lying 
area  and  drowning  2,l|00  people.  These  events  presaged  a combination 
of  misfortunes  whioh  according  to  Hoger  *.  Eabson  mas  never  paralleled 
In  severity  in  the  history  of  any  other  state  in  the  Union.1 

A fruit  fly  scare  struck  at  the  state's  largest  agricultural 
crop— citrus.  Than  in  1929  the  climax  came  with  the  crash  of  the 
stock  market.  Banks  failed.^  It  was  a natural  oonsequenoe  that  bond 

1Hanna,  op.  dt..  p.  392. 


defaults  soon  appeared  inevitable,  and  as  the  national  depression 


gained  momentum  the  effect  on  bond  markets  saa  a tremendous  volumo  of 
selling.  The  liquidation  reoedad  only  after  Florida  taxing  units,  oelng 
SO  per  cent  of  the  state's  flea  hundred  million  dollars  debt,  secured 
by  taxes  on  real  estate,  had  defaulted.1  County  road  and  bridge  debts 
were  160  millions;  the  schools,  67  millions, 

Naturally  after  this  series  of  misfortunes  the  confidence  of 
Investors  was  so  severely  shaken  that  public  and  private  credit  was  al- 
most completely  withdrawn.  For  a Halted  period  taxpayers  and  publla 
officials  were  so  confused  that  they  were  unable  to  give  serious  or  In- 
telligent consideration  to  the  predicament,  despite  ell  this,  the  pen- 
insula was  to  continue  to  grow  until  it  represented  80  per  cent  of  the 


The  Schools 

To  see  what  happened  to  the  schools  during  this  boom  period  one 
most  retrogress  to  1922  when  the  total  school  Indebtedness  was  almost 
eleven  million  dollars,  of  which  seven  million  ess  district  indebtedness.^ 
Special  tax  school  district  indebtedness  had  thus  outstripped  countywide 
school  indebtedness  previous  to  the  boots.  Because  of  this  mounting  bond- 
ed Indebtedness  the  Constitution  was  again  amended^  In  1921t.  The  legal 

*TJ.  S.  Congress,  House  of  Representatives,  Comslttee  on  the  Judi- 
ciary, Municipal  Bankruptcy  Compositions.  Hearings  Before  the  Special 
Subcommittee  on  Bankruptcy  and  Reorganisation,  76th  Congress,  p.  29. 

^Biennial  Report  of  the  State  Superintendent  of  Public  Instruction. 
1920-1922. 

^Constitution  of  the  state  of  Florida.  Art.  XU,  Sec.  17. 


limitation  on  taxation  for  school  district  bonded  Indebtedness 


five  mills.  If,  for  example,  the  non-exempt  property  in  a school  dis- 
trict was  assessed  at  (1,000,000  in  value,  then  a five-mill  tax  would 
provide  (5,000  in  revenue  each  year.  Since  this  proportion  was  not 
enough  to  service  the  mounting  bonded  indebtedness,  the  Constitution  was 
amended  in  192ii.  Bather  than  specifying  a maxi  mum  tax  mlllage,  the 
amendment  restricted  the  amount  of  the  bonds  issued  to  20  per  cant  of 
the  non-exempt  assessed  property  value.  On  the  same  (1,000,000  valua- 
tion a maximum  of  (200,000  in  bonds  could  then  be  voted.  If  the  length 
of  term  of  this  amount  of  bonds  was  twenty  years,  the  interest  6 per 
cent,  and  $10,000  in  principal  retired  each  year,  the  debt  service  re- 
quirement for  the  first  year  would  amount  to  (22,000  or  a 22  mill  levy. 
This  amendment  in  1921i,  in  effect,  amounted  to  a quadrupling  of  the  tax 
levy  limits  for  bonded  indebtedness.  An  even  larger  mlllage  would  be 
necessary  far  a less  conservative  interest  rate  or  a sinking  fund  type 

Partially  as  a result  of  this  aaendnent  county  Indebtedness  faded 
almost  into  Insignificance  as  compared  with  that  of  the  districts.  Be- 
tween 1922  and  1928  district  indebtedness  was  to  increase  from  seven  to 
approximately  sixty  millions,  an  increase  of  750  per  cent,  and  was  to  rep- 
resent 90  per  oent  of  the  total  public  school  indebtedness  at  its  peak. 

Superintendent  Cawthon,  successor  to  Ur.  Sheets,  provided  a 
clear  but  pessimistic  description  in  his  Biennial  Report  to  the  legis- 
lature in  1921ti 


Ill 


warrants  and  1,000,000  by  promissory  notes,  etc. 

Sinking  funds  are  being  created  to  pay  the  Interest 
on  bond  and  tine  warrant  Issues  and  to  retire  the  b< 
as  they  nature*  The  interest  on  ti 
warrants  amounts  to  $775,000  ai 
notes  fbr  both  short  and  long  torn  loans  • 
operate  schools  until  taxes  are  oo Ilea  ted  mount  to 
"85,000  annually.  The  bond  issues  will  be  taken  oare 
of  by  payaent  of  the  bonds  aa  they  nature  or  nee  bond 
Issues.  The  funds  raised  by  the  one  to  tan  Bill  tea 
levy,  at  the  present  rats  of  Increase  of  Indebtedness, 
will  soon  be  greatly  hindered  by  the  large  indebtedness 
and  the  interest  required  to  carry  the  sane.  The  Con- 
stitutional Amendment  of  1922  has  not  brought  relief  to 
the  smaller  and  poorer  districts. 

On  July  1,  192b  the  indebtedness  of  the  General  School 
Fund  of  the  counties  amounted  to  approximately  $5,625,000. 
On  this  Indebtedness  and  the  additional  abort  term  loans 
secured  to  operate  the  schools  until  taxes  are  collected 
the  Interest  will  amount  to  more  than  one  half  million 
dollars  or  about  10  per  cent  of  the  year's  receipts.  If 
the  indebtedness  is  paid  as  it  fells  due  daring  the  next 
ten  years  an  additional  10  per  cent  of  all  receipts  will 
be  required  for  this  purpose.  The  expenditures  from  the 
Oeneral  School  Fund  of  the  aountiee  in  1923-192li  exceeded 
the  income  by  more  than  one  million  dollars.  For  several 
years  the  indebtedness  has  groan  larger  and  larger.  In 
many  counties  the  notes,  tine  warrants  and  bonds  are  paid 
with  new  notes  cr  nee  series  of  tine  warrants.  In  this 
way  the  time  of  final  reckoning  is  pushed  forward. 

There  has  not  been  such  extrsvaganoe  or  unwise  ex- 
penditure of  school  funds.  A careful  study  of  the  follow- 
ing will  show  the  cause  for  the  great  Increase  in  expend- 
iture of  school  funds) 

Value  of  length  No.  of  Average 
Property  of  Ten  Teachers  Monthly 


1912 

192b 

151,666  5,500  3.57U.OOO 

21)3,218  23,100  21), 750, 000 

i 

11*3 

l),28U 

8,322 

1)7.85 

99.31* 

uz 


should  be  mainly  from  state  sources*  . . • Our  State 
provided  less  than  6 per  oent  of  the  revenue  for  the 
canon  schools* 

Thus  was  Bade  an  appeal  to  the  state  milch  was  to  be  repeated  In  the 
next  biennial  report  In  the  fane  of  a request  for  a state  fnnl  to 
equalise  educational  opportunities  of  the  ohlldren  In  different 
counties* 

It  Is  doubtful,  however,  that  the  Superintendent  had  placed 
his  finger  on  the  main  difficulty.  His  table  shore  that  the  factors 
of  enrollment,  length  of  terms,  number  of  teachers,  and  salary  of  teach- 
ers doubled  or  tripled  In  the  period  frcn  1900  to  192b  In  sharp  contrast 
■1th  the  value  of  school  property  milch  Increased  approximately  twenty- 
five  times.  If  one  accepts  the  findings  of  a study  by  Sort* 2  and  cor- 
roboration by  Qrosanlakle  that  there  should  be  a linear  relationship 
between  cost  of  capital  outlay  and  current  expenses,^  then  there  was 
serious  over  building  with  consequent  excessive  Indebtedness.  This 
situation  points  up  the  strain  on  the  othtr  phases  of  the  public  school 
economy.  The  lack  of  curbs  or.  district  Indebtedness  was  quickly  sheen, 
f cr  In  the  four  years  from  192b  to  1926,  this  iolsbtednsse  jumped  from 
fifteen  to  sixty  millions  of  dollars. 

The  counties  with  their  component  1,(02  Spoolal  Tax  School 

^Biennial  Report  of  the  Superintend  <rct  of  Public  Instruction. 

1923-192b,  P-TA.  

2P*nl  H.  Hart,  State  Support  fer  Public  Schools,  p.  87. 

^Poster  E.  Groesnicklo,  Capital  Outlay  In  Relation  to  a State's 
Minimum  Program,  p.  6b. 


Districts  caught  up  in  the  holocaust  of  the  boon  were  indeed  in  a tragio 


financial  situation,  and  the;  continued  to  make  it  worse.  In  the  two 
years  fTcra  1924  to  1926  the  distriote  almost  trebled  their  indebtedness 
eg  it  to  thirty  eight  lattunm.  and  then  on  an  additional 

1*0  per  oent  in  the  next  two  years  to  make  it  rise  to  an  all  tine  crest 
of  almost  sixty  millions  of  dollars. 

Comparative  statistics.  Die  total  Indebtedness  of  the  publio 
schools  in  1928  stood  at  an  all  time  hlgi  of  $67,473,145.  Of  this, 
county  obligations  included  eight  million  in  time  warrants  and  bonds 
and  one-half  million  in  warrants.  District  Obligations  consisted  of 
fifty-eight  minion  in  bonds,  one  million  in  time  warrants  and  $370,000 


From  1917  to  1927  the  receipts  from  loans  and  sale  of  bonds 
lumped  from  32  to  52  per  oent  of  total  school  income.3  When  allowance 
was  made  for  increase  in  number  of  pupils  and  for  depreciation  in  the 
dollar,  debt  service  increased  194  per  oent  as  against  74  per  oent  for 
current  expenses.* 2  In  tan  years  than  debt  service  increased  twice  as 
fast  as  current  expenses.3 

In  1913  Florida's  state  and  local  bonded  indebtedness  had  been 


^Educational  Survey  C amission  and  Survey  Staff  Report  to  the 
Legislature.  State  of  Florida,  1929.  n.  Ili7. 

2Ibld. 

3Ibld. 


only  1.U7  per  cant  of  Its  Health.1  By  1925  It  bad  increased  to  8.3 


per  cent.2  In  1913  Florida's  debt  burden  was  only  81a  per  cent  as  nuoh 
aa  the  average  state  while  In  1925  the  burden  was  nearly  three  tinea  as 
much.3  In  1926  Florida  devoted  about  tso  aid  one-half  tines  as  great  a 
percentage  of  aohool  expenditures  to  debt  as  did  the  country  at  large.** 
To  determine  if  possible  some  way  to  extricate  Florida  Crm 
her  many  difficulties  the  Florida  Legislature  in  1927  passed  an  sot 
creating  an  Educational  Survey  Commission,  stipulating  that 

It  shall  be  the  duty  of  said  ConmlBslon  to  employ  a staff 
of  recognised  experts  from  outside  the  state,  trained  In 
educational  swvey  work  to  make  an  impartial  investigation 
as  to  the  organisation,  administration,  financial  condl-  g 
tions  and  general  efficiency  of  the  educational  system.  . . . 

This  staff  was  Indeed  oompetent,  being  composed  of  authorities  from  many 
collages  and  universities  and  was  under  the  direction  of  Straysr  of 
Columbia.^ 


The  cost  of  the  survey  was  875,000.  One-third  of  this  was  sup- 
plied by  the  General  Education  Board  of  New  Tork.  From  this  report 
practically  nothing  was  to  cone  by  way  of  law  enactment  from  future 


hto,  Cost  of  Cover  anant  in  the  United  States,  l?2g-1926,  pp. 

2Ibld. 

3Ibld. 


'’ibid.,  p.  36. 
6Ibld. 
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Legislatures.  It  is  an  ironic  fact  that  two  important  reooameolatlons 
ware  to  wait  twenty  years  before  enactment  into  law,  these  being  a mini- 
mum foundation  progra  law  and  the  abolishment  of  school  districts. 

The  boon  with  its  bonds  had  left  the  schools  wallowing  in  its 
wake,  but  bonds  ware  by  no  means  the  sole  cause  of  financial  difficulties. 
Current  expenses  were  also  a nightmare.  The  schools  were  virtually  run- 
ning on  borrowed  money.  As  illustration  the  Educational  Survey  Commis- 
sion staff  reported  in  192?  that 

of  the  forty-seven  million  expended  only  eleven  million 
was  expended  for  instructional  service  while  the  balance 
was  expended  as  follows! 

Payment  of  loans  8 5,995,191 
Interest  on  loans  3,514,927 

Capital  outlay  18,363,999 

Fixed  charges  8,2U3,675 

Of  the  $47,650,489,  51*6  per  cent  was  borrowed  money. 


The  gedloament  of  county  boards  and  trustees.  While  the  fore- 
going statistics  provide  ample  testimony  of  the  amount  of  indebtedness, 
some  of  the  underlying  difficulties  should  be  discussed.  TO  begin  with 
there  was  little  agreement  as  to  authority  far  approving  district  ex- 
penditures. In  one  oounty  the  oounty  board  could  not  spend  district 
funds  without  the  approval  of  district  trustees.  In  another  oounty  the 
principal  of  sohoola  sent  in  bills  approved  by  local  trustees  for  payment 
by  the  county  board.  In  a third  the  purchase  by  local  trustees  had  to 
be  approved  by  the  oounty  superintendent.  In  s fourth  all  expenditures 

^Tbld. 


were  made  by  the  county  superintendent  and  approved  by  the  county  board. 
In  the  counties  In  whioh  the  practice  was  for  district  trustees  to 
spend  their  own  sonsy  they  often  did  not  know  how  such  they  had  to 
spend  or  how  amch  far  certain  purposes.^ 

In  addition  few  county  school  officers  knew  the  exact  status 
of  their  tax  collections  since  no  adequate  accounts  were  kept  with  the 
tax  collector.  Existing  records  Indicated  that  collections  were  about 
80  per  cent  and  net  accumulated  uncollected  taxes  In  1927  amounted  to 
about  six  sllllon  dollars.*  Time  of  tax  payments  were  Irregular,  and 
taxes  collected  were  often  withheld  for  an  uireas enable  length  of  tine, 
necessitating  extra  borrowing. 

In  many  counties  deduction  of  5 to  15  per  cant  for  non-collect- 
able taxes  left  the  schools  with  deficits  almost  Impossible  to  wipe  out 
because  the  tax  levy  could  not  be  rained.  In  districts  whioh  bed  not 
already  voted  the  imxIbiiw  levy  allowed  by  law,  it  was  often  moat  dif- 
ficult to  get  enough  voters  out  at  ths  biennial  election  to  vote  a 
higher  levy.  In  earn  counties  property  which  had  reverted  to  the  county 
end  upon  which  taxes  could  not  ba  oolleoted  had  bsen  placed  on  the  tax 
books  making  It  next  to  1 appeal hie  for  school  authorities  t 


a most  important  factor, 
twenty  or  fifty  in 


Variability  of  property  asses ment  was 
Tan  mllle  in  certain  counties  was  equivalent  t 


1Ibld. 

2Ibid.,  pp.  93-95. 
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others.  The  variation  in  per  sent  of  the  assessed  valuation  In  1926-1927 
was  from  15  to  80  per  cent,  elth  the  median  at  31  per  cent.1  Thus  school 
officials  were  at  the  mercy  of  the  tax  assessor. 

iuonsy  mas  being  spent.  Tax  deferments  aid  concessions  necessitated 
short  term  loans  at  a high  rata  of  interest  because  of  poor  credit  rat- 
ing. The  result  mu  an  excessive  tax  burden  and  frequently  bond  default. 
Bromard  County  in  this  predieaaent  owed  so  mooh  that  there  was  no  margin 
for  issuing  new  bonds  for  much  needed  buildings.  let  an  excellent 
building  that  cost  (100.000  bad  bean  built  in  one  distrust  but  never 
need  because  of  poor  location.  In  acme  counties  officials  contemplated 
closing  school  for  a year  and  perhaps  no  more  sober  statement  can  be 
found  than  that  from  the  Survey  Staffs  report  which  states i 

A consideration  of  the  present  financial  practice  in 
nor  Ida  schools  leads  to  the  conclusion  that  either  the 
schools  must  be  closed  in  many  counties  or  the  amount  of 
money  which  school  officials  can  collect  and  levy  must 
be  inareased.  The  indefinite  postponement  of  the  payment 
of  current  indebtedness  will  rob  future  generations  of 

business  in  general  throughout  the  stated 
The  Depression,  1929-1939 

This  then  was  the  situation  in  the  late  1920's  and  a period  of 


struggling  followed  through  the  early  1930's.  Little  aid  was  forthcoming 
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the  legislature  has  passed  a series  of  lam  with  the  ala, 
through  compromise  and  reduction,  of  aiding  property 
owners  to  avoid  payment  of  taxes.  Some  of  these  statutes 
aeemsd  to  have  been  designed,  it  has  been  said,  to  force 
compromise  of  local  debts.  . . . 


It  Is  believed  that  the  whole  situation  of  local 
govOTioant  depends  primarily  for  Its  Improvement  on  the 
reform  of  the  present  tax  assessment  and  collection  ay*- 

A Homestead  Exemption  Act  of  15,000  mas  adopted  In  193ll.  It  did  not 
affeot  bonds  issued  befcre  Its  passage  but  lapoeed  an  Important  limit 


Many  counties  that  had  fannerly  levied  the  maximum  of  ten  mills 
were  levying  from  three  to  five  mills.  Property  assessment  was  so  lor 
that  the  Atlantic  Coast  Line  Railroad  went  to  court  to  have  Its  assess- 
ment lowered  to  19.78  per  oent  of  cash  value  rather  than  the  33.3  per 

L 

cent  contended  equitable  by  the  comptroller.  Thus  Income  for  the 
schools  shrank  and  baodad  Indebtedness  loomed  ever  larger.  While  the 
bonds  issued  In  the  1920's  did  not  exceed  the  20  per  cent  of  assessed 
valuation  ratio  stipulated  by  the  Constitution,  the  decrease  in  valua- 
tion made  the  bends  far  In  excess  of  their  proportional  limitation. 

There  were,  however,  certain  bright  spots  on  the  horlson.  As 

^ florida  Fiscal  Situation,  p.  52.  A preliminary  atudy  by  a 
survey  cocnlttee  of  the  Brookings  Institution  far  the  Tax  Inquiry  Coenod 

of  Florida,  liareh,  191a. 

2Ibld. . p.  36. 

^For  fhll  discussion  of  general  property  tax  see  p. 

**A.  C.  L.  By.  vs.  toe,  19U  So.  252. 
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a result  of  the  Refunding  Ante  of  1927  and  1931  refunding  programs  sere 
getting  under  say  that  sould  aid  substantially  In  restoring  the  credit 
rating  of  Florida.  Also,  in  1933  the  legislature  passed  an  act  for  the 
establishment  and  maintenance  of  a uniform  system  of  public  free  schools 
shich  required  dlstrlot  trustees  to  transfer  ownership  of  school  property 
to  oounty  boards,  thereby  centralising,  to  some  extent,  finanoial  control. 

Tso  years  later  the  School  Budget  Aet  sas  enacted.1 2 *  This  act 
provided  that  no  county  board  could  contrast  Indebtedness  against  oounty 
and  district  funds  except  that  ehloh  came  within  the  budget.  In  other 


words  oounty  boards  could  not  pledge  expeoted  revenues  beyond  the  current 
year  except  within  the  Unite  of  the  budget  and  then  oould  pledge  the 
funis  only  for  the  next  succeeding  year.  So  debt  Incurred  In  this  manner 
oould  be  carried  over.  In  this  respeot  the  Biennial  Report  of  1935-1936 
Indicates  the  optimism  of  the  State  Superintendent! 

Thus  the  School  Budget  Aot  has  put  an  end  to  the  Increase 
in  Indebtedness  against  county  and  dlstrlot  current  funds 
, . , and  provides  a basis  for  beginning  to  scfce  some  of 
the  problems  relating  to  indebtedness.8 

While  looking  good  on  paper,  the  School  Budget  Aot  apparently 
did  not  work,  for  the  Florida  Sohool  Code  Committee  in  a sunary  of  con- 
ditions up  to  1937  reported  that! 

The  present  school  laws  require  that  eaoh  Board  of 
Public  Instruction  prepare  a budget  eaoh  year.  However 


1Lawe  of  Florida  1935.  Chapter  172li7. 

2Blannlal  Rupert  of  the  Superintendent  of  PubUo  Instruction, 

1935-1936.  P.  17$ 


So 


for  various  reasons  these  lias  have  not  proven  very  ef- 
fective. A amber  of  county  boards  have  found  it  neces- 
sary to  pledge  revenues  of  future  years  and  consequently 
have  gone  into  debt  for  current  operation  of  the  schools. 

The  need  for  very  strict  budgetary  control  for  the 
schools  is  shorn  in  a amber  of  nays.  The  most  direct 
evidence  is  afforded  by  the  school  debt.  . . . 

The  needs  expressed  had  a familiar  ring)  but  sohool  indebtedness  nss 
already  being  approached  from  another  agle,  that  of  bout  refolding. 


Perhaps  the  greatest  Florida  refunding  controversy  hovered  around 
the  Criminal'  and  DuPont  Interests.  This  controversy  provides  an  illiml- 
natlng  background  for  the  school  situation. 

Roy  E.  Crumaer,  representing  the  Broun  Cruaner  Bonding  Company, 
bought  and  sold  fifty  Billion  dollars  worth  of  school  aid  road  bonds  in 
Florida  in  the  1920's.  He  had  reaained  after  the  boon  in  an  attempt  to 
salvage  both  his  own  and  the  company's  customer  interests.  Shat  with  the 
general  financial  collapse,  these  bonds  were  on  a shaky  footli^.  Bond 
headers  were  making  vigorous  demands  for  their  sonsy  in  the  fora  of  all 
types  of  oourt  action.  Property  owners  on  the  other  hand  sere  tryii*  to 
save  their  property  from  such  Judgments.  The  situation  was  so  bad  that 
It  was  estimated  that  these  bonds  wars  sailing  on  the  average  for  twenty 
cents  on  the  dollar.^ 


^Report  of  tin 
Florida,  litoofa,  1537. 


Florida  School  Cods  Cosnlttee.  p.  127.  Tallahassee, 
The  Florida  Fiscal  Situation,  op.  cit.,  p.  85. 
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Crooner  believed  t 
holders  would  go  along  and 


si no ere  attempt  war*  mads  boul- 
3 refund  and  raflnanoe  the  bonis  an 


a cheaper  basis,  that  indeed  half  a loaf  was  better  than  none.  He  ad- 
dressed hiss elf  first  to  the  160  million  dollar  road  ani  bridge  debt, 
beginning  with  a staff  of  financial  and  statistical  experts  a surrey  of 
all  sixtyasven  counties  that  was  to  take  a year  and  oost  C 50,000. 

Aimed  with  the  results  of  this  surrey  Cnusner  was  present  at  the  meet- 
ing of  the  192?  Legislature.  His  proposal  to  the  Legislature  was  then 
a radical  one,  that  public  inproreaents  should  pay  their  own  way,  that 
the  property  owner  should  not  pay  everything.  The  counties  had  the 
roads  ani  owed  for  them  Justly  and  legally.  Since  the  roads  should  be 
paid  for  by  the  users,  the  gasoline  tax  was  the  best  means  to  oolleot 
it.  To  make  the  tax  as  Just  and  equitable  as  possible  he  proposed  the 
fallowing  plan,  a three  cant  gas  tax,  the  proceeds  of  which  were  to  be 
allocated  to  the  counties  on  the  basis  of  one  cent  in  proportion  to 
Population,  one  cent  in  proportion  to  area,  and  one  cent  prorated  on  the 
rautoar  of  wiles  of  pared  road  per  county.  This  fund  was  to  be  adminis- 
tered by  a state  board  oanpoeed  of  tbs  Governor,  the  Treasurer,  and  the 


Comptroller.  It  was  a simple  workable  far aula,  and  Crooner  had  the 
neoessary  statistics  for  its  adaUdstratioo.  Had  he  done  a service  for 
the  state  in  this  proposal?  Of  this  there  was  considerable  doubt  in  the 
Legislature,  but  after  sixty  day  a of  opposition  the  bills  were  finally 


passed  only  to  be  later  ruled  unconstitutional  by  the  Supreme  Court.  The 
plan,  but  not  the  sordid,  was  approved. 


Again  In  1931  Crammer  appeared  before 


Legislature.  This  was 


the  stormiest  session  in  Florida  history,  lasting  for  one  hundred  days, 
with  fights  of  big  and  little  oountles,  seoUonallsa,  and  flllibuster. 
Doyle  E.  Carlton,  then  g war nor,  called  the  Legislature  "a  liability 
rather  than  an  asset,"  after  haring  previously  called  it  "our  last  ray 
of  hope."1  The  little  oountles,  which  were  in  the  majority,  fought  for 
the  tax  proceeds  to  be  divided  equally.  Cruaaer'a  bill  became  ensnarled 
with  another  dealing  with  the  division  of  raalng  funds.  The  smeller 
counties  wanted  these  funds  divided  equally  among  the  oountles  regard- 
less of  ails.  Feelings  ran  so  high  that  the  Speaker  had  to  leave  the 
rostrum  to  break  up  a fist  fight  between  two  legislators.  Such  was  the 
melee  in  which  Cramer's  bills  were  finally  passed. 

With  the  bills  passed,  Cramer  still  bad  the  task  of  reconciling 
bond  holders  and  taxpayers  with  one  another,  and  after  a lengthy  strug- 
gle he  was  able  to  set  up  refunding  programs  in  twenty-four  oountles. 

The  degree  of  success  of  these  refunding  plans  is  still  controversial, 
but  Cramer  contends  that  thoaa  using  the  plans  fared  better  than  those 
without  them.  At  any  rata  the  refunding  oountles  reduced  their  debt 
from  eighty  to  sixty  million,  or  25  per  cent,  between  1932  and  19U1. 

Many  people  were  not  only  unimpressed  but  hostile,  however,  aa  the 
following  investigations  bear  out. 

In  19U1  the  House  of  the  Florida  Legislature  authorised  a com- 
mittee to  investigate  bond  refunding  conditions  with  a view  to  submitting 

1B111  Abbott,  "The  Crumser  Story,"  Tampa  Tribune.  Series  hum 
8-15,  1950. 
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legislation  on  the  subject  at  the  next  meeting  of  the  Legislature.  To 
Justify  Its  importance  the  oooalttee  pointed  out  that  on  the  average 

This  same  Legislature  submitted  a constitutional  amendment  later 
ratified  by  the  voters  to  reduce  the  gas  tax  for  debt  refunding  from 
three  to  too  cents  and  make  it  permanent  and  non-oancellmhle  for  fifty 
years  rather  than  to  have  the  lav  subject  to  repeal  at  each  meeting  of 
the  Legislature.  Thus  it  is  that  tiro  cents  on  every  gallon  of  gas  non 
bought  in  Florida  goes  tovard  this  debt  retirement  and  sill  continue  to 
do  so  until  1SJ3.1 

The  House  Committee  vas  activated  in  19b2  and  engaged  as  its 
investigator  Halter  P.  Fuller,  a former  legislator  and  also  a former 
Crooner  employee.  In  quick  succession,  investigations  ware  started  by 
the  Post  Office  Department  and  the  Securities  ftcchange  Commission.  Then 
in  19U3  the  Florida  State  Senate  started  its  own  investigation,  is  a 
ollmax  tbs  U.  S.  Senate  Judiciary  Committee  was  authorised  to  investi- 
gate the  Florida  investigation  under  a resolution  introduced  by  Senators 

i summary  of  tbe  results  of  all  these  investigations  might  state 
that  those  by  tbe  Douse,  the  Post  Office  Department,  and  the  Securities 
Exchange  C omission  ware  unfavorable  to  Crummsr  while  those  of  the  State 
and  the  D.  S.  Senate  were  favorable.  After  more  than  two  years  of  these 

1Ibld. 
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Investigations,  Cruuser  and  several  of  his  assoolatea  and  employees  were 
Indio ted  by  a federal  grand  Jury  at  Topeka,  Kansas,  on  a charge  of  using 
the  nails  to  defraud  In  connection  with  Florida  bonds.  Nearly  two  years 
later  the  indictnents  were  dismissed  on  orders  of  the  Department  of 
Justice.1 2 

The  indlatnente  narked  a climax  in  Florida  bond  refunding  and 
might  have  been  a national  sensation  if  they  had  not  been  overshadowed 
by  the  war.  They  were  returned  on  August  b,  19bb,  while  Allied  Armies 
were  driving  toward  Paris,  and  little  mention  of  them  caild  be  found  in 
the  files  of  Florida  newspapers  for  that  period.  They  were  the  crowning 
blow,  however,  to  Cruaaer's  business,  whioh  was  already  in  difficulties 
from  the  various  investigations.  The  story  might  best  be  told  in  his 


It  started  as  an  investigation  of  Florida  bond  re- 
financing in  general,  but  the  so-called  investigation 
turned  out  to  be  a single  track  affair  with  myself  and 
ay  company  os  the  sole  attraction. 

To  some  extent  they  were  suooeesful.  I and  several 
of  ay  associates  and  employees  who  bad  been  marked  as 
the  coyotes  for  slaughter  were  Indicted.  . . . 

The  agents  had  accomplished  their  objective,  in  part 
at  least,  but  they  left  in  their  wake  the  taxing  units 
of  Florida,  the  viotims  of  a credit  monopoly,  the  like 
of  whioh  never  before  existed  In  the  field  of  public 

Our  exclusion  has  enabled  the  DuPont  interests  in 
Florida  to  occupy  the  dominant  position  aa  the  source 
of  financial  oredit  to  the  taxing  units  of  Florida.* 


1Ibid. 

2Ibid. 


This  fight  was  aired 


light  on  the  plight  of  Florida's  counties.  The  U.  S.  Senate  investigat- 
ing cocmittee  previously  mentioned  held  hearii^s  in  Washington,  Jaokaon- 
vills,  and  Tampa.  Ware  than  one  thousand  pages  of  testimony  and  docu- 
ments, ehioh  later  were  to  fora  too  printed  volumes,  sere  collected.1 
is  has  happened  sines  in  other  senate  Investigations,  no  formal  report 
mas  to  cane  from  this  investigation,  but  teo  remarkable  and  almost  con- 
tradictory findings  by  Individual  members  of  the  comnittee  ware  presented 
to  the  Senate  and  printed  in  the  Congressional  Record. 

The  first  of  these  reports  reached  the  Senate  floor  on  July  2U, 
19U7,  when  Senator  Fat  HoCanran  of  Nevada  got  up  to  laebaat  the  DuPont 
interests  and  to  defend  Cruamer.  He  led  of f by  explaining  that  this 
fight  mas  one  beteean  refunders  (CnuBer)  and  anti-re funlers. 


The  attacks  upon  the  Cruamer  interests— the  attack  upon 
any  interest,  if  you  please,  engaged  in  refunding— by  the 
federal  agent  and  in  this  instance  by  the  DuPont  interests 
mare,  if  not  co-ordinated,  at  least  coincidental  and  com- 
plementary.* 

Hafunding  under  the  Cruamer  plan  mas  not  an  aooeptable  formula 
to  the  DuPont  interests,  the  report  said.  They  attacked  the  first  re- 
funding of  Bay  County  in  1932,  and  the  court  battle  lasted  for  tmelve 
years.  Finally,  the  debt  was  settled  on  a permanent  basis  with  the 
DuPont  interests  receiving  100  cents  on  the  dollar  principal  aid  the 


awmiag 
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ttee  on  the  Judiciary,  A Resolution 
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original  6 par  oent  on  thair  bonds  while  other  creditors  representing 
about  90  per  cent  of  the  total  debt  accepted  a settlenenb  providing  re- 


ilao  cited  eaa  a Sumter  Count;  case  whose  settlement  was  delayed 
five  years  because  of  a legal  attack  by  the  DuPont  Interests.  These  in- 


chased  at  less  than  par  while  other  creditors  accepted  new  bonds  carry- 
ing reduced  interest  rates. 

The  result  of  driving  Crumer  and  most  of  his  15,000 
customers  from  the  field  of  annicipal  finance  in  Florida 
has  enabled  the  DuPont  interests  and  the  two  Florida 
bond  houses  with  whoa  those  interests  operate  to  regu- 
late to  a large  degree  the  issuance  of  bonds  by. Florida 
taxing  units,  and  to  restrict  the  sale  thereof. 

In  simulation  KoCarran's  report,  not  signed  by  other  n mb  era  of  the  coa- 


nlttee,  saidi 


The  committee  views  the  concentration  of  economic 
power  in  the  State  of  Florida— achieved  in  part  with  the 
aid  of  Federal  agents— as  a most  unhappy  condition  whloh 
if  not  curtailed  ultimately  may  block  the  free  function- 
ing of  the  economy  of  the  State.2 

Two  days  later  Senator  Riley  of  Risoonsln  took  the  floor  to  take 
"very  definite  18000"  with  HoCarran.  In  a memorandum  published  in  ths 
Congressional  Record  Riley  said,  "Certain  facts  developed  thus  far  In  ths 
hearings  are  at  variance  with  the  faots  as  recited."  He  referred  to  the 
0.  S.  Supreme  Court  opinion  in  an  Avon  Park  oase  in  19ltO,  whloh  said  of 


1md. 

2Ibld. 
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The  fiscal  agency  contract  provides  that  Crammer  was 
to  be  compensated  for  its  services  and  reimbursed  for 
expenses  by  assessing  chargee  against  the  participating 

Cruaner  solicited  assents  far  the  plan.  Approximately 
69  per  cent  of  the  bondholders  acoepted.  But  far  the 
claims  held  by  the  Cruaner  Interests  and  voted  In  favor  of 
the  plan,  the  requisite  tiro-thirds  statutory  vote  hovever 
would  not  have  been  obtained.  Sons  of  the  claims  had  been 
purchased  prior  to  the  fiscal  agency  oontraot,  some  later. 

The  average  price  was  apparently  about  50  cents  on  the 

The  Inference  Is  deer  that  soon  of  them  were  acquired 
in  order  to  facilitate  oonsusnatiOD  of  the  composition  by 
placing  them  in  friendly  hands. 

The  Crumaer  company  has  three  financial  a take a i (1) 
the  fee  to  be  collected  from  the  bond  holders]  (2)  its 
speculative  position  in  such  of  the  interest  earuols  as  it 
might  acquire  from  the  bondholders  at  a third  of  their  face 
amount]  (3)  the  profit  which  might  accrue  to  It  or  its  af- 
filiate, as  a result  of  the  refunding,  on  bonds  acquired 
at  default  prices.1 

(Hoy  quoted  from  testimony  before  the  Investigating  oomnittee  ■ concern- 
ing improper  favoritism  to  the  Crumeer  Company"  In  Sarasota  Countyi 

a.  E.  Crumaer  and  Company  always  turned  out  to  be  the 
successful  bidder  end  In  payment  this  firm  was  allowed  to 
substitute  old  Sarasota  County  refunding  bonds,  which  it 
already  owned,  in  lieu  of  oesh  for  the  an  refunding  bonds. 

The  Schools 

From  the  Crummer-DuPont  controversy  end  the  consequent  Investi- 
gations la  obtained  s good  idea  of  what  the  Florida  dabt  refunding  situa- 
tion waa  and  how  it  waa  administered.  While  Drummer's  main  concern  was 
road  bonds,  he  did  deal  In  school  bonds.  Hie  company  In  1939,  for 
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anopU,  was  designated  by  the  Board  of  Publio  Inatruotlon  of  Volusia 
County  aa  flaoal  agent  to  work  with  than  In  a county  elds  refunding  pro- 
gram.^ Thus  these  lnrestlgatlona  bear  dlreotly  upon  circumstances  that 
did  affect  and  still  affect  the  public  schools  of  Florida. 

mills  the  school  debt  at  the  onset  of  the  depression  was  only 
slightly  aare  than  one-third  of  the  road  and  bridge  debt.  It  aas  still 
an  Impressive  figure.  Ihat  made  the  situation  even  more  critical  was 
the  faot  that  the  schools  did  not  bare  an  earmarked  source  of  revenue 
such  as  the  gas  tax  with  milch  to  retire  their  debts.  Indebtedness 
hung  like  a dead  weight  on  the  current  eoonoaiy.  School  bonis  were  sub- 
ject to  all  the  manipulations  apparent  in  the  handling  of  the  road  bonis. 
School  bonds  ears  also  sold  at  a fraction  of  their  original  worth  by 
soared  lnveetore.  Speculators  bought  up  these  bonds  ani  filed  suit  to 
enforce  full  payment  of  principal  and  interest.  Their  were  held 

valid  by  the  courts.* 2  School  board  members  were  even  accused  of  such 
speculation.  Such  ms  the  situation  continuing  Into  the  lata  1930' a, 
a situation  which  will  make  itself  felt  until  all  such  bonds  are  by  sons 
means  retired. 

Follming  la  a table  of  oar  tain  types  of  Indebtedness  In  several 
counties  which  Indicate  bow  serious  financial  conditions  were  In  1S3U 
for  the  schools. 

*mmte  Book  Ko.  10.  p.  80.  Volusia  County  Board  of  Public  In- 
struction. 

2Eoard  of  Public  Instruction  vs.  Osburn.  C.  C.  A.,  101F.2d919. 
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COMPARISON  OP  PUBLIC  SCH30L  INDEBTEDNESS  OUTSTANDING  A«) 
DUSTED  NESS  IN  DEFAULT  IN  CERTAIN  FLORIDA  COUNTIES,  193U» 


County 

District  Indebtedness 

Outstanding 

In  Default 

Alachua 

bonds  and  tine  warrants 

588,650 

560,000 

Okeechobee 

bonds  and  tins  warrants 

30,000 

30,000 

Dade 

notes 

32l>,150 

322,650 

Hardee 

notes 

23,007 

22,957 

Polk 

“t~ 

m,2ii. 

1W.2D, 

County  Indebtedneea 

Dade 

notes 

388,000 

388,000 

OUohrlet 

notes 

28,000 

28,000 

Indian  River 

bonds  and  tine  warrants 

66,965 

66,965 

Brevard 

bonds  and  tine  warrants 

61,000 

61,000 

Dural 

bonds  and  tine  warrants 

78,263 

78,263 

•Source I Biennial  Report  of  the  Superintendent  of  Public  In- 

s traction,  1932-193U.  PP.  U2IHi27. 

An  appreciation  of  the  financial  dlfUoultlea  face 

d by  tbs  schools 

la  gained  by 

noting  that  on  Jam  30,  1936, 

district  obligations  "past 

due"  or  in  default  (against  operating  funds)  amounted  to  $6Ut«673  as  coo- 

pared  with  $373,675  not  yet  dua,^  Sixty-three  per  cent  of 

the  outstanding 

*See 

Table  2. 

indebtedness  then  was  In  default.  The  amount  of  count;  bonds  and  tin 
warrants  Including  interest  in  default  amounted  to  more  than  one-third 
OT  the  indebtedness  outstanding.  Total  indebtedness,  count;  and  district, 
in  default  (56,1*59,026)  amounted  to  11.6  per  cent  of  the  total  outstand- 
ing ($56,01*9,265). 


A STATE  SU  HEART  OF  C0U1ITI  ARC  DISTRICT 
PUBLIC  SOBOL  HOEBTEDNESS  IK 
FLORIDA,  1936» 


Count; 

Indebtedness 

District 

Indebtedness 

Notes i 

Interest  past  due 
Principal  past  due 

Principal  not  yet  due 

$ 32,081.87 

790,132.28 
728.lta.36 

$ 10,191.68 

631*,1*82.89 
373,675.15 

Total 

$1,550,315.51 

(l,01B,3li9.72 

Bonds  and  Time  Warrants) 
Interest  past  due 
Principal  past  due 
Principal  not  yet  due 

600,1*85.1*2 

1,627,620.10 

1,012,832.63 

1,751,200.57 

Ma^a^S-M 

Total  outstanding 

t 6,1*55,320.97 

$1*7,025,279.00 

Total  Indebtedness 

$ 8,005,636.1*8 

$1*8,01*3,628.72 

Total  Combined  — 156,01*9,265.20 

ftSourcei  Biennial  Report  of 

the  State  Superintendent  of  Publio 

Instruction.  19311—1936. 


Relief  was  forthcoming,  however. 


State  Superintendent  of  Publio 


Act.  Passed  in  1935,  It  pared  the  war  for  a funding  plan  to  be  worked 


out  by  the  boards  and  approved  by  the  state  superintendent.  This  act  In 
conjunction  with  the  refunding  acts  of  1927  and  1931  did  hare  a favorable 
effect  on  stabilising  finances  and  appeasing  creditors.  These  acts  also 
tended  to  stop  boards  frcat  proceeding  without  plan  and  paying  only  after 
court  action. 

In  the  blennlna  from  1935  to  1937  was  seen  an  enlargement  of  the 
function  of  the  State  Department  of  Education.  Under  the  able  leadership 
of  E.  L.  Morphet,  the  Division  of  Administration  and  Finance  of  the  State 
Department  began  actively  to  help  the  counties  get  lower  Interest  rates 
and  work  out  reasonable  refunding  plans. 

In  one  county  the  Indebtedness  had  been  so  great  It  could  not  be 
retired  without  destroying  the  school  program.^  When  the  situation  was 
analysed  and  the  facta  presented  to  the  creditors,  most  of  them  agreed 
upon  a plan  for  the  board  to  pay  what  it  could.  Although  this  was  an  ex- 
treme situation,  It  pointed  the  way  to  what  could  be  done,  and  was  anal- 
ogous to  C rummer's  work.  He  had  in  many  cases  persuaded  the  taxpayers 
and  bondholders  to  compromise  on  refunding  plana.  Just  as  he  was  op- 
posed In  his  refunding  on  a compromise  basis  by  the  DuPont  interests,  so 
did  the  schools  have  to  face  the  speculators  holding  school  bonds.  This 
type  of  bondholder  wanted  no  ooopraaise  and,  as  has  been  previously  pointed 
out,  was  upheld  by  the  courts.  There  have  been  no  investigations  of 

1Iaws  of  Florida.  1935.  Chap.  1721,7. 

^Dlreotor  of  Administration  and  Finance. 

^Sumter  County. 


school  bond  refunding  practices,  but  it  eould  be  enlightening  to  see 
•ho  really  farced  100  per  cent  payment  on  many  school  bonds  as  sell  as 
•ho  really  held  many  of  these  bonis. 

Despite  all  this,  ths  Refunding  Acts  of  1927  and  1931,  the  School 
Budget  lot  of  193$,  and  ths  State  Department  of  Education  in  beginning 
active  aid  pointed  a way  out  for  the  schools.  Additions!  help  ns  soon 
to  be  forthcoming  in  the  form  of  the  Florida  School  Code  of  1939.  In- 
formation relating  to  trends  in  indebtedness  and  cost  of  school  properly 
previous  to  1939  is  included  in  Table  3 and  Table  It,  on  the  following 
pages. 
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TABLE  3 

PUBLIC  SCHOOL  INDBBTELNKSS  AH)  TALUK  OF  SCHOOL  PROPLOT 
IB  FLORIDA,  1896-1932“ 


Tear 

Total  Indebtedness 

Value  of  School 
Property  (Cost) 

Total  District 
Indebtedness 

Total  County 
Indebtedness 

1896 

• 89,726 

t 628,328 

* 

t 

1898 

115,3li0 

672,916 

1900 

170,606 

80U,000 

1902 

228,689 

1,066,90b 

190li 

293,850 

1,290,052 

1906 

308,487 

1,651,331* 

1908 

1*19,687 

2,001,170 

1910 

670,963 

2,790,869 

1912 

1,239,1*73 

3,960,1*69 

191U 

2,119,301* 

l»,808,392 

385,781* 

1,735,520 

1916 

4,237,576 

7,1*09,91*7 

1,732,209 

2,505,367 

1918 

7,168,915 

10,622,357 

3,654,000 

3,5H*,915 

1920 

10,002,617 

13,51*7,781* 

6,880,907 

3,121,910 

1922 

Ui,50l*,l*98 

18,060,697 

10,129,130 

4,375,368 

192J» 

20,052,561 

21*, 750,081* 

U*,l*00,592 

5,651,938 

1926 

l*l*,867,991b 

53,370,801 

* 

0 

1928 

67,1*73,11*1* 

81,259,185 

58,958,383 

6,514,761 

1930 

65,829,910 

79,826,116 

57,512,1*31 

8,317,479 

1932 

61,638,509 

72,733,520 

53,536,957 

8,101,552 

“Sources)  Ri«nn!.l  Reports  of  the  State  Superintendent  of  Public 
Instruction.  1896-1932 • 

'“Notes  excluded. 


°Liflcrepancy  In  tables  used. 


193k,  1936,  1938* 
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The  Florida  School  Coda  of  1939 


The  Legislature,  perhaps  with  better  educational  liaison,  had 
also  begun  to  shoe  its  effectiveness,  for  in  1937  it  directed  the  State 
Superintendent  of  Public  Instruction  to  undertake  the  herculean  task  of 
revision  and  aodlfioation  of  the  laws  of  Florida  relating  to  education 
and  to  prepare  a proposed  school  cods.  The  proposed  oode,  it  was  pro- 
vided, should  be  submitted  to  a ooualttee  of  the  Leglelature  for  ew 
lnation  and  preparation  of  a report  thereon  to  the  Legislature  conven- 
ing in  1939. 

This  eohool  oode  with  oertain  minor  modifications  was  submitted 
to  the  Legislature  in  1939  and  was  adopted  into  law.  It  did  not  spe- 
cifically repeal  any  laws  relating  to  education,  but  it  provided  gener- 
ally that  with  oertain  exceptions  all  laws  and  parts  of  laws,  general, 
special  and  local,  in  conflict  with  the  oode  were  repealed.  One  such 
measure  reduced  the  powers  of  district  trustees  to  that  of  a supervisory 
nature.  To  quote  from  the  State  Superintendent  in  his  Biennial  Report 
of  19lt0,  "Thus  all  the  Old  oonfliota  in  school  laws  have  bean  removed 
and  the  school  program  can  move  forward  on  a sound  basis."1 

Although  the  School  Code  was  a great  step  forward,  there  were 
•till  minor  difficulties  idiioh  sere  to  be  corrected  by  amendments  and 
additions  in  later  years.  In  19l|l  the  State  Department  of  Education 
made  a compilation  of  the  school  lass  as  amended  in  that  year,  entitled 


Report  of  the  State  Superintendent  of  Public  Ins true- 
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Florida  School  Laws.  19U1  Suppliant.  »ith  particular  reference  to  In- 
debtedness, firm  and  dear  rules  vara  laid  down  both  for  methods  of  in- 
curring and  of  retiring  the  indebtedness  already  Incurred*  The  terms 

*1081,"  "108U,"  "1085,*  and  "1086"  same  to  be  used  often  by  school  ad- 
ministrators sinoe  they  sere  the  most  important  seotion  numbers  In 
Chapter  X of  the  1939  School  Code  dealing  with  Indebtedness* 

Seotion  1081  placed  red  teeth  Into  the  lav  stating! 

Each  and  every  member  of  any  County  Board  voting  to 
Incur  an  Indebtedness  against  the  county  or  district 
school  funds  in  excess  of  the  expenditure  dloeed  by  lav, 
or  In  excess  of  any  appropriation  as  adopted  in  the 
original  budget  or  amendments  thereto,  or  to  approve  or 

Chairman  of  a County  Board  or  County  Superintendent  vho 
shall  sign  a warrant  for  payment  of  any  such  claim  or 

be  personally  liable  for  the  amount,  and  shall  be  guilty 
of  malfeasance  in  office  and  subject  to  removal  by  the 
Oovernar,  and  shall  be  guilty  of  a misdemeanor  and  upon 
conviction  shall  be  punished  by  a fins  of  not  less  than 
ona  hundred  ddlars  (8100.00)  or  mare  than  five  hundred 
dollars  (8500.00)  or  by  Imprisonment  in  the  county  Jell 
for  not  more  than  six  months  or  by  both  fine  and  Im- 
prisonment in  the  discretion  of  the  court.  It  shall  be 
the  duty  of  the  State  Auditor  or  other  state  official 
charged  by  las  with  the  responsibility  for  auditing 
school  accounts,  upon  discovering  any  such  illegal  ex- 
penditure or  expenditure  in  excess  of  the  appropriations 
in  the  budget  as  officially  amended,  to  certify  such 
fact  and  it  shall  be  the  duty  of  the  State  Comptroller 
to  advise  the  Attorney  General  thereof,  and  it  shall  be 
the  duty  of  the  Attorney  General  to  oauaa  to  be  insti- 
tuted and  prosecuted,  proceedings,  oivil  or  criminal,  at 
lav  or  in  equity  against  such  member  or  members  of  a 
County  Board  or  County  Superintendent. 

That  such  a lav  vas  necessary  vas  proved  in  the  early  port  of  1950  when 


•‘•Florida  School  Code.  1939.  Sec.  1081. 
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the  State  audited  the  reoords  of  the  County  Board  of  Calhoun  County.1 

Section  1081»  of  the  flarlda  School  Code  deala  with  chart- term 
loans,  the  provisions  far  negotiating  these  loans  by  o aunty  boards  when 
funds  on  hand  are  not  suflloiant  to  pay  obligations  allowed  within  the 
approved  budget  of  that  county.  Such  loans  are  to  be  repaid  from  reve- 
nues reasonably  to  be  anticipated  during  the  year  and  oan  be  borrowed 
against  several  funds. 

One  such  fuml  Is  the  State  Teachers'  Salary  Fund.  Against  this 
fund  oounty  boards  are  authorised  to  borrow  sums  not  to  exoeed  90  par 
oant  of  the  money  anticipated  from  this  fund  at  a maTlanm  of  6 per  oent 
Interest,  the  loan  to  be  repaid  by  a warrant  on  the  State  Treasurer, 
provided  that  funds  borrowed  under  this  seotlon  In  previous  years  have 
been  repaid  In  full  and  provided  that  the  90  per  oent  estimate  be  ap- 
proved by  the  State  Superintendent.  A second  fund  against  which  oounty 
boards  oan  borrow  as  provided  by  Seotlon  1081*  Is  the  County  School  Tax — 
with  the  restrictions  that  the  sum  borrowed  shall  not  erased  80  per  cent 
of  the  Hinds  anticipated  from  this  source,  that  the  Interest  rate  shall 
not  be  more  than  6 per  oent,  and  that  sold  loan  shall  be  paid  In  full 
before  the  board  oan  borrow  on  the  same  fund  In  succeeding  years.  A 
third  fund  against  which  oounty  boards  oan  borrow  under  this  seotlon  Is 
the  current  fund  of  the  various  school  districts,  provided  that  the  funds 

lSee  p.  95. 

^Sinoe  191*7  a part  of  the  Foundation  Program  Fund. 


district  Iran  which  borrowed 


subject  also  to  tbs 


restrictions  of  funds  borrowed  against  tbs  County  School  Tax. 

Section  1085  deals  with  obligations  that  cannot  be  retired  with- 
in the  current  year,  or  tfiat  wight  be  oallsd  long-tan  loans.  Kithin 
the  intent  of  this  seotion  the  only  purposes  for  which  obligations  way 
be  incurred  are  purchases  of  school  buses,  land  for  school  sites  and  the 
ereotlon,  alterations  or  addition  to  school  plants,  as  provided  by 
regulations  of  the  State  Board.  Loans  of  this  type  applied  to  both 
district  and  county.  Ths  anount  borrowed  shall  not  be  wore  than  on^ 
fourth  of  the  ocunty  cr  the  district  revenue  for  the  preoedlng  year. 

The  plm  of  payment  shall  not  extend  over  four  years  with  the  exception 
that  six  years  say  be  authorised  for  transportation  eqiipaent.  lbs 
State  Board  way  approve  or  reject  the  proposal  for  incurring  these  ob- 
ligations depending  on  whether  ths  board  oocsiders  the  expenditure 
needed  and  providing  that  county  finances  will  permit  the  retirement  of 
such  a proposal.  *hen  such  a plan  is  authorised  by  the  State  Board, 
the  oounty  board  way  then  iseue  interest  bearing  notes  not  exceeding  6 
per  oent  provided  there  are  no  similar  obligation!  still  outstanding 
and  unpaid. 

Seotion  IO8I1  provides  for  ahort-tem  loans  against  current 
funds j Seotion  1085  provides  for  long-term  loans  against  current  funds. 
Section  1086  provides  for  ths  retirement  of  existing  indebtedness  whloh 
was  unfunded  cr  in  default  at  the  tine  of  the  adoption  of  the  So bool 
Code.  It  provide*  that  the  oounty  board  shall  submit  a proposal  for 


the  retiring  o f unfunded  indebtedness  to 


pl«n  nut  be  approved  by  tbe  State  Superintendent  subjeot  to  the  regula- 
tions of  the  State  Board  of  Eduoation.  The  debt  shall  not  be  refunded 
on  a sinking  fund  basis.  BafUndlng  warrants  or  notes  shall  be  callable 
not  more  than  ten  years  following  the  date  of  refunding.  If  ten  years 
is  not  sufficient  or  if  the  indebtedness  cannot  be  refunded  by  issuing 
interest  bearing  coupon  warrants,  than  tbe  State  Superintendent  is 
authorised  to  cooperate  with  county  school  officials  in  working  out  a 
twenty-year  plan  of  indebtedness.  Any  such  plan  shall  not  be  termed 
bonds  within  the  meaning  of  the  Constitution  or  the  laws  of  Florida, 
and  it  shall  not  be  neoessary  for  such  obligations  to  be  submitted  to 
or  approved  by  a vote  of  the  people.  This  last  stipulation  removed  the 
greatest  obstacle  to  getting  a refunding  Flan  under  way.  It  was  dif- 
ficult miough  to  get  a majority  of  the  freeholders  to  vote  auoh  lees  to 
get  a majority  vote  favorable  and  the  latter  was  still  necessary  for  ap- 
proval of  a bond  issue— henoe  the  necessity  to  get  away  from  the  word 
bond. 

ft  arid  War  11  Boom  and  Minimum  Foundation 
Program  Law  (19140-191*9) 

In  19U0  tbe  total  public  school  indebtedness  outstanding  anointed 
to  50  millions  of  doll  are.  The  total  declined  to  a twenty  year  low  of 
1*0  »iinm  in  19U6.  Ibis  low  point  snjoywd  a short  life,  for  the  World 
War  U Boom  wee  beginning  to  make  its  influence  felt  as  was  also  Infla- 
tion. The  population  of  Florida  increased  1*1,  per  cent  between  191*1  end 
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1951. 1 School  facilities  had  to  be  expanded  and  again  total  Indebted- 
ness Jumped  iron  1*0  million  dollars  In  191*6  to  5U  million  In  June,  1950. 
Of  this,  Ii3  million  dollars  mas  still  district  bonded  Indebtedness.  In 
19U8  Florida  mas  the  eleventh  most  heavily  Indebted  state  for  lta  schools 
In  terms  of  a ratio  to  pupils  In  average  dally  attendance.2  Its  ratio 
mas  $132.85,  almost  double  the  median  of  (71.88. 

The  Florida  school  systaa  thus  found  Itself  In  another  boom 
period  with  debts  still  outstanding  from  a boon  twenty  years  ago.  Com- 
paratively few  buildings  mere  built  between  booms  when  they  could  have 
been  oonstruoted  more  cheaply.  The  heavy  i nor ease  In  enrollment  now  de- 
mands building  again  In  a boom  period  at  Inflated  oosta.  The  limitations 
on  the  incurring  of  Indebtedness  are  non  muoh  more  stringent  than  In  the 
boom  of  the  1920's.  Freeholders  are  not  as  enthnslastlo  In  pledging 
their  property  for  bond  issues  as  they  mere  In  the  1920's.  In  short, 

It  is  inch  more  difficult  for  county  administrators  to  get  themselves 
Involved  in  Indebtedness  programs.  To  reconcile  the  restriction!  on  the 
Incurring  of  indebtedness  with  a large  building  need  has  become  a major 
problem. 

Two  Important  contributions  in  the  form  of  an  omnibus  bill  were 
forthcoming  from  the  Legislature  In  191*7.  One  was  the  consolidation  of 
all  school  districts  within  eaoh  county  to  one  ooonty  wide  Speolal  Tax 

1Florlda  Tlmes-tlnlon.  iprll  17,  1951. 

^he  Council  of  State  Governments,  op.  clt.,  p.  181. 
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School  LA  strict.1  This  had  long  been  an  urgent  organisational  need.  Sec- 
oixa?,  and  even  more  Important,  was  the  enactment  of  the  Minima  Founda- 
tion Program  law.2  This  law  was  of  great  importance  to  the  schools  of 
Florida,  placing  them  on  an  entirely  different  financial  footing.  While 
it  could  not  solve  the  imediate  enormous  building  need,  it  did  provide 
for  state  futxls  which  would  be  sufficient  to  retire  bonds  far  normal  year 
to  year  building  needs.1  This  law  in  general  provides  for  a mini aim 
foundation  program  fund  to  promote  the  equalisation  of  educational  oppor- 
tunity throughout  the  State.  The  State  becomes  the  major  collector  of 
school  revenue,  but  the  law  is  so  designed  that  county  initiative  will  not 
be  removed.  Two  major  shortcomings  of  the  law  soon  became  apparent. 

First,  there  was  no  provision  to  counter  the  effects  of  inflation.  Second, 
no  provision  was  made  for  raising  the  funds  authorised  to  be  spent.  In  the 
fall  of  19U9  the  Qovcmar  presented  to  the  Legislature  several  possible  tax 
programs  rtiioh  were  promptly  turned  down.  Most  of  the  controversy  at  that 
session  centered  around  a state  sales  tax  as  a means  of  obtaining  fluids. 

A record  school  budget  of  approximately  100  million  dollars  to  meet  the 
needs  of  the  Foundation  Program  for  the  next  biennium  stared  the  legislators 
in  the  faoe.  Finally,  a sales  tax  of  3 per  cent  was  passed  in  the  stnmer 
of  19U9.  Few  held  any  hope  that  thia  would  be  a source  of  sufficient  funds, 
however,  and  a 10  per  cent  reduction  in  state  appropriation  was  deemed  nec- 
essary for  the  first  six  months  of  the  fiscal  year  19U9.  School  people 
were  naturally  enough  discouraged.  As  19U9  passed  and  the  spring  of  1950 

^•Florida  Statutes  19149.  Bk.  I,  Title  IV,  Chap.  230.0li. 

2 Ibid..  Chap.  228.16. 

^See  pp.  68-69  and  p.  109,  this  study. 
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appeared,  more  funjs  appeared  la  the  form  of  the  sale a tax  than  had  been  an- 
ticipated. Thus  at  the  last  minute,  so  to  apeak,  enough  funds  ware  found  to 
carry  out  the  Foundation  Program. 

The  Minimum  Foundation  Program  Las  contains  a provision  that  IlOO  per 
instruction  unit  annually  shall  be  alloted  for  capital  outlay  and  on  debt  serv- 
ice. This  allotment  was  determined  on  the  assumption  that  school  buildings  had 
a life  of  forty  years  and  that  fkOO  per  teacher  unit  would  provide  $16,000  par 
teacher  over  a forty-year  period.  In  other  wcrds,  the  law  attempted  to  provide 
funds  far  tbs  replacement  of  one-fortieth  of  the  school  buildings  of  the  state 
annually.  However,  the  cost  of  buildings  is  considerably  greater  than  $16,000 
par  teacher  at  the  time  of  this  study,  due  to  inflation  resulting  from  the 
Korean  War.  whether  the  allotment  of  $Jt00  per  instruction  unit  will  be  suf- 
ficient in  the  future  remains  to  be  seen. 

Although  school  Inn  and  sohool  finance  administration  have  improved 
tremendously,  the  constant  struggle  for  mare  funds  to  meet  the  needs  of  sore 
pupils  continues.  The  building  need  Itself  is  an  enormous  problem.  It  has 
been  neglected  for  so  long  that  the  Foundation  Program  Law  alone  is  not  the 
answer.  As  a possible  answer,  a senate  resolution^  was  passed  in  the  sissier 
of  1951  by  the  Legislature  and  is  now  pending  approval  by  the  voters  in  ths 
1952  election.  This  resolution  provides  for  the  earmarking  of  sufficient  pro- 
ceeds from  the  snto  license  fees  to  guarantee  ths  $b00  per  instruction  unit  al- 
lotment far  thirty  years  and  authorises  the  issuance  of  revenue  certificates  in 
anticipation  of  the  allotment  by  a resolution  of  the  oounty  board  approved  by 
the  state  board  of  education.  These  revenue  certificates  can  be  issued  for  a 
term  of  twenty  years  and  would  in  effeot  be  the  same 
1See  infra,  p.  110. 


type  of  debt  instrument 
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as  bonds  axoept  that  they  would  bo  retired  by  non-advalorem  taxes.  The  Founda- 
tion Program  Law  of  Florida  is  a significant  effort  to  flnanoe  school  buildings 
froa  non-advalorem  taxes.  It  in  sffsot  broadens  the  tax  bass  for  providing 
revenue  for  capital  outlay  because  school  boards  still  retain  all  of  their 
previous  pOTers  to  provide  school  buildings  frco  funds  s soured  by  voting  bonds 
to  be  retired  froa  ad valorem  taxes. 


For  information  relative  to  the  status  of  public  school  indebtedness 
in  Florida  in  191*2,  19W,  and  1950, 1 Tables  7,  8,  and  9 say  be  consulted. 
Table  6 shows  the  trend  in  income  payments  to  individuals  from  1929  to  19U9 
as  one  measure  of  wealth.  Table  5 provides  an  Indication  of  trends  in  as- 
sessed valuation  of  property,  coat  of  school  property,  and  publio  school  in- 
debtedness between  1910  and  1950.  The  decrease  in  valuation  between  1935  and 
19ii0  was  due  in  large  part  to  the  homestead  exemption  of  45,000.  The  tremen- 
dous rise  in  property  values  between  191*0  and  191*5  "as  due,  in  part,  to  a law 
enaoted  in  191*1  wtdoh  required  declaration  and  assessment  at  100  per  cent  of 
value.  There  ns  no  state  authority  provided,  however,  to  ensure  uniformity 
of  assessment  among  the  several  counties.  Although  property  is  still  not  as- 
sessed at  anything  like  100  per  cent  of  its  true  value,  the  law  did  cause  a 
substantial  increase  in  assessments. 

In  the  ten  years  from  191*0  to  1950  the  general  economic  situation  in 
Florida  has  improved  markedly.  Personal  incomes,  property  values,  property 
assessments,  building  construction,  the  tourist,  cattle,  a no  citrus  busi- 
nesses have  all  Increased  greatly.  These  factors  together  with  the  Improve- 
ments within  the  school  system  previously  discussed  have  ell  contributed  to 
the  relatively  sound  financial,  status  of  Florida's  schools  today. 


*See  pp.  71*— 78. 
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COMPARISON  OF  ASSESSED  VALUATION  (S'  PROPERTY  III 
FLORIDA,  COST  OF  PUBLIC  SCHOOL  PROPERTY,  AMD 
TOTAL  SCHOOL  I WEBTED  MSS— 1910-1950® 


leer 

Lire  Assessed 
Valuation 

Coat  of  Public 
School  Pro pert/ 

Total  School 
Indebtedness 

1910 

8 165,6U9,U0& 
1,119“ 

8 2,29U,052. 

llr 

8 670,96^ 

1916 

292.563.25U 

1,U77 

7.U09.9U7 

37 

U, 237,517 
a 

1920 

386,118,936 

1.72U 

13.5U7.78U 

60 

9,002,820 

UO 

1925 

U75,197,30U 

1.6U7 

37,150,660 

129 

19,021,141 

66 

1930 

613,8Ul,110 

1,772 

79,826,116 

230 

6U.992.928 

187 

1935 

U99.372.925 

1,299 

7U,235,163 

193 

5U.865.3U9 

1U3 

19li0 

353,190,030 

888 

BU.287,910 

212 

50,825,268 

128 

19US 

1,696,310,937 

U.269 

90,0U5,362 

227 

U3,273,U68 

109 

19li8 

2,098,9Ul,108 

U.676 

102.5U3.U72 

228 

U9.762.1US 

111 

1950 

2.563,OU8,U80 

5,171 

1U5.398.167 

293 

5U,lUl,958 

109 

!■».  JSTL'n  S?SKJi*|gjt:  “ s“f- « m. 

bPer  pupil  enrolled. 


IHBrBS  IN  INCOME  PiTHEfflS  TO  I»I7IHJALS 
AS  A HKASORE  OF  WEALTH— 1929-19b9* 


Tear 

Total  Income  Payments 
to  Individuals 
(in  Millions  of  Dollars) 

Tear 

Total  Inoome  Payments 
to  Individuals 
(in  Uilllone  of  Dollars) 

1929 

<&‘ 

19b0 

900 

(b70) 

1930 

635 

19bl 

1.062 

(520) 

1931 

5b6 

19b2 

l,b69 

(68b) 

1932 

1*39 

(287) 

19b3 

2,lb8 

(899) 

1933 

b29 

19bb 

2,b33 

(1.015) 

193b 

516 

19bS 

2,521 

(1,062) 

1935 

58b 

19b6 

2,55b 

1936 

711 

(b23) 

19b7 

2,6b9 

1937 

773 

19b8 

2,817 

(1,129) 

1938 

751 

19b9 

2,9b8 

(1,102) 

1939 

819 

*bouro»‘  Surrey  of  Current  Business.  D.  19.  HuMncfsn.  r 
0.  S.  Department  ofcSeroe,  August,  1?#.  ^ ’ 

bFer  capita  income  in  dollars. 


TABLE  7 

SUMMARY  OF  PUBLIC  SCHOOL  INDEBTEDNESS  IN  FLORIDA,  191|2a 


Principal  Principal  Interest  Total 
Not  Yet  Due  in  Default  in  Default  Outstanding 
Indebtedness 


I,  Support  and  Mainte- 
nance Funds: 

Indebtedness  in- 
curred prior  to 
June  30,  1939: 

Funded  under  Sec. 

1086  or  1086.1  $ 2,651,1 

Other  funded 
lndebtei 
Other  c 


indebtedness 


to  June  30,  193?  l),9l)2,93l) 

Total  Loans  & Cur- 
rent Indebtedness  630,333 
TOTAL  COUNTY  INDEBT.  5,573,267 


18,281  *127,152 
18,261  127,152 


Indebtedness  incurred 
Prior  June  30,  1939: 

Funded  Indebtedness  28,963 

Indebtedness 
Total  Incurred  Prior 
to  June  30,  1939  28,963 

Total  Loans  4 Cur- 
rent Indebtedness  297,562 

TOTAL  DISTRICT  INDEBT. 

(Support  & Ida  in  te  lame)  326,526 
TOTAL  INDEBTEDNESS,  SUPPORT 
& MAINTENANCE  FUNDS  5,899,793 

njHstrict  Bond  Interest  & 

Sinking  Funds  (Total)  U2.998.918 

dial  outstanding  in- 
TSlEDNESS  (All  Funds)  1)8,893,711 


208,686 

208,686 

208,686 

1,026,968  127,152 

355,162  218,311) 

1,382,131  3U5.U67 


« 2,651,m 
2,11)0,127 

1,097,119 

5,888,368 

630,333 

6,518,702 

28,963 

208,686 

237,650 

297,562 

535,212 

7,053,911. 

1)3,572,395 

50,626,310 


aSource:  Biennial  Report  of  the  State  Superintendent  of  Public 
Instruction.  191)01191)27 


SUMMARY  OP  PUBLIC  SCHOOL  INDEBTEDNESS  IN  FLORIDA.,  191*6 £ 


Principal 
Not  Yet  Due 

Principal 
in  Default 

in  Default 

Ou  T0t31 
Indebtedness 

I,  Support  and  Maintenance 
1.  County 

Indebtedneas  Incurred 
Prior  to  June  30,  1939* 
Funded  under  Sec.  1086 

or  1086.1 

2,599,860 

i 

» 

* 2,599,860 

Other  Funded  Indebtedness 
Other  County  Bonds  & Time 

funded  Indebtedness 

1,501,167 

83,000 

119,1*23 

37,022 

1,501,167 

239,1*1*5 

Total  Incurred  Prior  to 

June  30,  1939 

1*,18!*,027 

119,1*23 

37,022 

l*,3l*0,!*73 

Total  Loans  & Current 
Indebtedness 

TOTAL  COUm  INDEBTEDNESS 

1*90,1*25 

l*,67l*,l*52 

119,1*23 

37,022 

1*90,1*25 
1*,  830, 898 

. 2.  District 

Indebtedness  Incurred 
Prior  to  June  30,  1939* 
Funded  Indebtedness 
Hisc.  Unfunded  Indebtedne 

U*,728 
ss  17,1*00 

6,318 

11*,  728 
23,718 

June  30,  1939 

32,128 

6,318 

38,1*1*6 

Indebtedness 
TOTAL  DISTRICT  INDEBTED- 
NESS (Support  & Ualnt.) 

297,398 

329,527 

6,318 

297,398 

335,81*5 

TOTAL  INDEBTEDNESS,  SUPPORT 
4 MAINTENANCE  FU®S 

5,003,979 

125, 7ia 

37,022 

5,166,71*3 

Sinking  Funds  (Total) 

31*,  672, 875 

196,673 

125,811 

31*,995,390 

39,676, US 

322,115 

162,863 

1*0,162,131* 

“Source  I Biennial  Report  of  the  State  Superintendent  of  Public  Instruc- 


The  first  lud 


In  Florida  began  In  the  late  1880's  as  a 


result  of  an  expanding  tourlet  trade  sponsored  largaljr  by  the  grandiose 
proootion  activities  of  auoh  men  as  Disston,  Flagler,  and  Plant.  The 
severe  freeses  of  the  1890's  caused  only  a temporary  setback  and  Btdwu— 
lated  exploration  southward.  A second  land  boa  in  the  «.■<  region 
developed  in  the  early  1900's  and  reached  its  crest  in  the  late  1920' s. 
Optimism  was  as  feverish  as  in  a gold  rush,  end  the  schools  were  de- 
veloped in  this  rush  of  activity.  Expansive  building  prcgrama  were 
launched  with  the  aid  of  large  bond  issues,  eheo  the  crash  oame  in  1929, 
property  values  and  the  taxes  therefrom  were  reduced  so  drastically  that 
the  oouuty  school  system*  could  not  pay  their  debts.  In  aoee  cases  it 
appeared  that  the  schools  would  have  to  be  closed  tor  lack  of  funds. 

Even  legal  action  was  brought  to  bear  against  many  county  boards  for 
failure  to  pay  debts. 

From  the  economic  chaos  of  the  early  1930's  the  Florida  school 
system  began  to  extricate  Itself  by  reestablishing  the  semblance  of  a 
credit  rating  thrcngh  the  refunding  of  a large  accumulated  debt.  The 
procedure  asployed  in  this  refunding  by  soma  of  the  fiscal  agents  was 
questionable  enough  to  involve  a United  States  Senate  investigation. 
Refunding  did,  however,  help  restore  the  credit  ratiig  of  the  sohools. 

The  School  Code  of  1939,  the  closer  cooperation  of  the  State 
Deportment  of  Education  and  the  several  counties,  and  state  aid  in  the 
form  of  the  Foundation  Program  all  helped  considerably  in  strengthening 
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ths  financial  position  of  tha  public  sohools.  Theca  improvements  within 
the  Fieri da  school  system  were  paralleled  and  affected  by  a general 
economic  improvement  within  the  State.  Personal  Incomes,  [roper ty  values 
property  assessments,  population,  oattle,  citrus,  and  tourist  businesses 
all  Increased  tremendously  during  the  period  from  19li0  to  1950  and  con- 
tributed largely  to  the  {resent  period  of  prosperity  within  the  Stats. 


CHAPTER  IT 


To  understand  the  causes  and  effect*  of  publlo  aohool  indebted- 
ness has  necessitated  a study  of  the  Florida  Constitution,  statutes, 
and  related  court  decision*.  It  is  the  purpose  of  this  ohapter  to  pre- 
sent a chronological  development  of  the  changes  in  the  Constitution  and 
the  statutes  relating  to  public  school  indebtedness. 

Sebool  indebtedness  nay  be  classified  into  tec  prlnolpal  cate- 
gories. These  categories  are  debts  for  current  expenses  or  operating 
funds  and  debts  for  pernanant  Improvements  *lch  usually  have  been  in 
the  fore  of  bonds,  legally  the  line  between  these  two  classes  of  in- 
debtedness is  Hiarply  drawn.  Each  class  has  been  delegated  a specific 
source  of  revenue.  For  these  reasons  each  class  of  indebtedness  is 
traced  separately. 


Borrowing  Honey  for  Operating  Fi 


The  first  reference  to  legal  neans  of  incurring  indebtedness 
by  county  school  systems  is  to  be  found  in  the  Constitution  of  Flcwida, 
which  was  written  in  1685.  Section  8 of  article  XII  of  the  Constitu- 
tion, which  provided  for  a oountywide  aohool  tax,  was  amended  in  190b 


order  to  increase 


be  required 


aa 


en  mlllB.  This  seoticn  no*  reads,  *Baoh  County  shall 
to  assess  and  collect  annually  far  the  support  of  the  pub- 
lic schools  therein  a tax  of  not  leas  than  three  Bills  nor  aore  than 


ten  »-m«  on  the  dollar  of  all  taxable  property  in  the  same.” 

Section  10  of  the  Constitution  of  188$  provided  for  a school 
district  tax.  It  aas  amended  in  1922  to  increase  the  maximum  tax  al- 
lowed from  three  to  tan  Bills  in  an  attempt  to  aeet  the  fast  rising 
debts  of  the  districts  at  that  tine.  This  section,  whioh  is  still  in 
effeot,  reads  as  follows i 

The  Legislature  may  provide  for  the  division  of  any 
county  or  counties  into  convenient  school  distrlotsj  and 
for  the  election  of  three  school  trustees,  who  shall 
hold  office  for  two  years,  and  who  shall  have  the  super- 
vision of  all  the  schools  in  the  district,  and  for  levy- 
ing and  collection  of  a distriot  school  tax,  for  the 
exclusive  use  of  the  publio  free  schools  within  the 
distriot,  whenever  a majority  of  the  qualified  electors 
thereof  that  pay  a tax  on  real  or  personal  property 
shall  vote  in  favor  of  such  levy]  Provided,  that  any 
tax  authorised  by  this  section  shall  not  exceed  ten 
Bills  on  the  dollar  in  any  one  year  on  the  taxable 
property  of  the  district. 


Savage.* 2  the  Supreme  Court  of  Florida  ruled  in  1931  that  the  Florida 
Constitution  imposes  no  limitation  upon  boards  of  publlo  instruction 
and  school  districts  becoming  Indebted  for  their  current  expenses  with- 
in the  mount  of  their  current  tax  levies.  The  School  Board's  deolsiai 


^Constitution.  State  of  Florida.  Art.  XXI,  Sao.  10. 

2School  Board  of  Hillsborough  County  v.  Savage.  133  So.  3hl. 
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to  issue  in  tares  W>earlng  tine  mprente  In  the  amount  of  875*000  to  psy 
teachers'  salaries  far  the  last  no nth  of  the  school  year  was  upheld. 

It  is  evident  then  that  the  llnitationi  of  the  Constitution  were 
not  enough,  for  a board  could  each  year  borrow  on  a long-torn  basis  any 
anount  within  that  year's  anticipated  revenue.  This  of  course  oould 
mean  a terrific  piling  up  of  debt  chargeable  to  the  operating  fund,  and 
as  events  later  showed  that  is  exactly  what  happened. 

Statute  Limitations  (1915-1930) 

There  were  few  statute  limitations  of  indebtedness  prior  to 
1915,  but  this  was  not  alarming  since  in  1913  total  Indebtedness  for 
all  the  schools  in  the  state  was  only  one  and  one-half  million,  with 
district  indebtedness  Just  8169,000.  The  need  had  not  yet  been  felt, 
but  fourteen  years  later  district  Indebtedness  was  to  be  three  hundred 
times  as  great. 

It  is  interesting  to  see  how  these  early  lass  read,  Just  flrcm 
the  point  of  view  of  leak  of  restriction.  For  example,  in  1892  school 
boards  were  authorized 

to  do  whateva  is  necessary  with  regard  to  purchasing  or 
renting  school  sites  and  pramises,  constructing,  repair- 
ing, furnishing,  naming,  ventilating,  keeping  in  order 
or  improving  the  school-houses,  outbuildings,  lands  and 
movable  property.  • . . 

Certainly  ’whatever  is  necessary"  is  e broad  term  end  might  easily  have 
involved  the  incurring  of  a considerable  amount  of  Indebtedness. 

^Revised  Oeneral  Statutes  of  Florida,  1892.  Seo.  21*2. 


a. 


An  Important  act  related  to  the  Incurring  of  Indebtedness  ms 
not  f ortho onlng  until  1906. 1 It  frovided  that  the  purohase  of  real  es- 
tate for  educational  purposes  be  paid  for  out  of  the  Incase  of  the  cur- 
rent year  or  succeeding  years  with  the  limitation  that  such  procedure  be 
approved  by  an  affirmative  vote  of  the  qualified  voters  vho  wore  tax- 
payers within  the  district  or  county  concerned. 

Two  court  oases  sited  this  section  as  a pertinent  point  of  las. 
The  first  oase,  Langford  v.  Odom  In  Harsh,  1919, 2 was  an  appeal  from  an 
erdar  of  the  Circuit  Court  for  Lee  County  dissolving  an  Injunction  re- 
straining the  Lee  County  Board  from  purchasing  a tract  of  land  on  which 
to  erect  school  buildings  and  a high  school  dormitory.  The  action  of 
the  board  In  attempting  this  purchase  was  attacked  on  the  grounds  that 
they  did  not  proceed  In  accordance  with  law)  that  they  had  no  authority 
to  purohase  property  to  erect  dormitories,  and  that  the  sum  of  $20,000 
was  far  in  excess  of  value  and  an  abuse  of  discretion.  The  court  said 
that  Judgment  had  to  be  reversed  on  grounds  other  than  sxoasslve  costs 
and  that  to  use  school  funds  for  dormitories  was  questionable,  but  "since 
the  natter  la  not  fully  presented  and  discussed  here  we  do  not  decide  It 
In  this  controversy."^  The  Judgment  was  reversed,  however,  and  on  the 
grounds  that  the  procedure  specified  In  the  Act  of  1906  (an  affirmative 
vote  of  the  qualified  voters)  was  not  followed. 

^General  Statutes  of  Florida.  1906.  Sec.  32b. 

^Langford  v.  Odom.  77  Fla.  282. 

3Ibld. 


it  Inters (tint  case  related  to  thla  act  occurred 


as  late  as  193B.  * In  October  of  192$  a promissory  note  of  $1(0,000  das 
on  or  before  teenty  years  from  that  date  with  Interest  at  8 per  cent 
ns  given  to  eaoh  of  three  oners  of  Blook  H,  a city  block  in  Orlando, 
by  the  trustees  of  Speoial  Tax  School  District  ho.  1.  Only  ($,000  don 
payment  was  executed,  i mortgage  for  the  unpaid  portion  of  the  purchase 
price  of  020,000  ns  also  delivered.  Mo  principal  ns  ever  paid,  and 
interest  on  the  note  ns  paid  only  until  1932.  According  to  complain- 
ants, a school  building  had  been  erected  on  the  site  at  a cost  of 
(300,000.  Iben  the  suit  ns  answered  by  the  defendants,  they  stated 
that  the  land  was  not  worth  mere  than  ($0,000.  This  appraisal  was  up- 
held by  the  Court  and  the  price  not  held  Immaterial  as  in  the  previous 
oase.  Thus  one  sees  the  conflicts  in  the  rulings  of  the  Supreme  Court 
at  different  times.  Die  Court  in  this  second  oase  ruled  that  the 
school  district  must  pay  the  eppellees  idiat  was  equitably  due  them 
(($0,000)  if  it  did  not  want  to  lose  its  building.  The  district  was  not 
forced  to  pay  the  entire  amount  of  (12$, 000  because  it  had  had  no  legal 
right  to  enter  such  a oon tract  as  a representative  of  the  people. 

The  Act  of  1906,  which  required  approval  by  the  qualified  voters 
for  the  purchase  of  real  estate  for  educational  purposes,  also  provided 
that  the  trustees  of  any  school  district  should  be  a corporation  and 
might  hold  (roper ty,  sue  and  be  sued,  and  perform  other  corporate  func- 
tions such  as  carrying  out  the  usual  duties  necessary  to  provide 

Special  Tax  School  District  Mo.  1 of  Orange  County  v.  Hillman 
and  Phillips . 131  Ha.  tij.  


buildings,  to  repair  the  same,  and  to  purohase  libraries  and  other 
appliances i provided  that  no  debt  shall  be  oreatad  without  the  approval 
of  the  county  board.1  Section  U09  provided  that  the  board  of  trustees 
should  have  the  right  to  say  what  proportion  of  the  school  funds  raised 
within  the  district  should  be  applied  in  any  year  to  buildings,  repairs 
co  buildings,  to  school  libraries,  to  salaries  of  teachers,  and  to  other 


educational  purposes. 

The  only  power  of  the  county  board  over  the  trustees,  it  appears, 
was  the  necessity  of  its  approval  of  the  incurring  of  debts  by  trustees. 
In  view  of  the  debt  that  was  to  build  up  in  the  districts,  this  pro- 
vision even  so  oust  not  have  been  effective. 

Prior  to  1905  no  erplioit  authority  had  been  given  county  sohool 
boards  to  borrow  money  for  currant  operating  expenses.  Before  this 
date  money  was,  however,  borrowed  and  repaid  from  operating  funds.  In 
the  hot  of  1905  the  only  limitation  set  forth  was  a maximum  of  8 per 
cent  Interest  on  any  money  borrowed  for  current  expenses.2 3  In  1915  the 
lot  was  amended  to  limit  the  borrowing  power  of  county  school  boards  to 
80  per  cent  of  any  one  year's  anticipated  receipts,  with  the  additional 
provision  that  before  the  board  should  be  authorised  to  borrow  money  on 
the  estimate  for  any  succeeding  year  the  sum  previously  borrowed  mat 
have  been  paid  in  full.1 


1Qeneral  Statutes  of  Florida,  1906,  Seo.  bill. 

2 Laws  of  Florida.  1905.  Chap.  5390. 

3Laws  of  Florida.  1915.  Chap.  6828. 


An  Interesting  court  case  related  to 


Act  of  1915 


of  the  Isfayette  Board  of  Public  Instruction  v.  The  Union  School  Fur* 


obligations  which  the  county  board  had  no  authority  to  incur  could  not 


the  franers  of  the  Constitution  proteoted  the  school  fund  insofar  as  it 
was  reasonably  possible  to  do  so,  and  when  contractors  and  vendors  dealt 
with  a board  of  public  instruction,  they  should  know  that  the  authority 
of  the  board  was  United  and  that  it  was  not  authorised  to  pledge  its 
expected  revenues  for  future  years  for  the  payment  of  current  obliga- 
tions. Therefore,  when  such  contractors  or  vendors  deliberately  entered 
into  a oontract  or  agreaaent  by  which  the  future  revenues  of  the  board 
were  to  be  pledged  for  the  payant  of  current  expen  see,  they  did  so  at 
their  peril  and  they  had  neither  moral  nor  legal  right  to  expect  such 
obligations  to  be  paid  fron  funds  to  be  raised  "In  the  future." 

The  sohools  night  well  have  rejoiced  at  this  kind  of  treatment 
by  the  oourte,  but  they  were  not  always  so  fortunate.  In  fact,  e de- 
cision that  eeens  to  be  in  direot  contradiction  with  the  one  juat  de- 


be  validated  by  : 


it.  The  Court  went 


an  to  state  that 


oited  in  relation 


to  the 


of  1915.  In  Bashing ton 


County  v.  Cooey2  the  Court  eta ted  that  *. 


who  has  received  fron 


or  property  whloh  in  equity  and  good  ooneolenoe  he  should 


^Lafayette  Board  of  Public  Inetructlon  v. 
nishing  Company.  12$  So.  62b. 


The  Union  School  Fur- 


Washington  County  v.  Cooey.  128  He.  591. 
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refund,  will  be  compelled  to  do  so  in  eo  fer  as  rendition  of  Judgment 
sill  effect  auoh  compulsion,"  and  that  this  applies  to  s public  corpora- 
tion, "even  share  it  has  no  authority  to  borros  money,  if  money  so  bcr- 
rosed  Is  used  for  a purpose  si thin  legitimate  posers  of  corporation  and 
if  there  is  no  prohibition  on  such  borrowing."1 

School  boards  continued  to  borros  money  by  issuing  oheoks  or 
warrants  in  payment  of  salaries  and  other  olaims  *en  there  sere  no 
funis  available  to  pay  them.  This  practice  resulted  in  a large  number 
of  unpaid  warrants  in  the  hands  of  teacher*  and  others.  These  warrants 
had  little  ready  realisable  value,  and  because  of  this,  teachers  who 
needed  their  money  sere  forced  to  accept  discounts  as  high  as  20  per 
cent  and  more  in  same  instances.  In  order  to  break  up  this  practice, 
Chapter  6392,  iota  of  1915  sas  passed  prohibiting  school  boards  from 
Issuing  warrants  unless  there  ware  sufficient  bank  balances  to  cover 
them.  Unfortunately  this  Us  sas  not  effective  as  this  practice  oar- 
timed  in  many  counties  up  to  the  time  of  the  adoption  of  the  School 
Code  in  1939. 

Refunding  of  debts  spinet.  operating  funds.  Despite  the  fact 
that  the  las  of  1915  limited  the  borrowing  poser  of  oounty  school  board* 
to  80  per  cent  of  any  one  year's  anticipated  revenue  for  current  expense 
and  contained  the  additional  provision  that  before  the  board  should  be 
authorised  to  borros  money  on  the  anticipated  revenue  for  any  succeeding 
year,  the  money  previously  borrowed  must  be  paid  in  full,  and  despite 
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the  fact  that  this  1915  las  further  provided  that  no  school  board  should 
after  July  1,  1915.  Incur  debts  of  any  nature  in  amass  of  this  80  par 
oarrt  allowance,  and  despite  the  foot  that  Chapter  6932,  lots  of  1915, 
prohibited  the  board  from  droning  warrants  against  any  fund  in  excess 
of  the  balance  to  the  credit  of  that  fund  in  the  depositary,  by  1921 
borrowing  by  county  school  boards  against  school  operating  funds  had 
can  to  suoh  proportions  that  it  was  necessary  to  refund  the  large  float- 
ing debt  to  enable  the  publio  schools  to  operate.  The  Legislature  of 
1921  responded  to  this  condition  by  authorising  the  issuance  of  interest- 
bearing  coupon  warrants  for  the  purpose  of  'refunding  outstanding  in- 
debtedness evidenced  by  county  school  warrants,  notes  cr  otherwise, 
node,  issued,  and  delivered  for  and  in  consideration  of  services  per- 
f creed,  material  furnished,  or  money  loaned."1  The  warrants  could  run 
for  a period  of  twenty  years.  It  was  the  first  legislative  notion  per- 
mitting school  boards  to  borrow  on  a long  term  basis  for  current  operst— 
lug  purposes.  Chapter  B5U9,  Acts  of  1921,  validated  all  duly  incurred 
obligations  of  the  several  county  school  boards  outstanding  prior  to 
Uay  21,  1921. 

Fifteen  years  later  in  August,  193ll,  the  Board  of  Hardee  County 
felt  the  impest  of  this  refunding  act  when  their  official  depository 
bank  refused  to  pay  oertaln  warrants  on  the  grounds  that  funds  wore  ex- 
hausted by  charging  to  the  aecount  general  funding  warrants  issued  in 

^Lqws  of  Hot  Ida.  1921.  Chap.  85U8. 


90 


1921  by  the  board  for  something  over  $5,000. ^ The  Supreme  Court  ruled 
in  this  omse  that  school  indebtedness  once  lawfully  incurred,  if  not 
paid  when  due,  continued  as  a charge  payable  at  a later  date  cut  of  tax 
revenues  for  school  purposes,  seen  though  payment  tended  to  diminish 


revenue  that  might  otherwise  be  left  far  current  school  expenditures. 
Statute  Limitations  (1931-191.7) 

In  1931  county  school  boards  were  authorised  to  borrow  suns  not 
exceeding  80  per  cent  of  the  amount  of  revenue  reasonably  expected  to 
be  received  from  the  State  of  Florida  for  the  county  school  fund,  pro- 
vided the  estimate  be  first  approved  by  the  State  Superintendent  of 
Public  Instruction.^  It  also  provided  that  any  money  borrowed  for  any 
fiscal  year  should  be  repaid  out  of  tha  first  receipts  from  the  source 
cited  above,  that  the  interest  rate  should  not  be  over  8 per  oent,  and 
that  no  money  should  be  borrowed  under  this  section  unless  money  bor- 
r cared  in  previous  fiscal  years  had  been  repaid  in  full.  The  right  to 
borrow  money  under  this  section  wae  cumulative  to  authority  already 
existing,  but  the  anticipated  receipts  from  the  oounty  school  find  ware 
not  to  be  considered  in  borrowing  money  under  any  other  law.  Receipts 
for  moneys  reoelved  under  this  act  were  usually  in  the  form  of  time  war- 
rants payable,  of  oourss,  at  a later  data,  with  interest  sometimes  at 
8 per  oent. 


d of  Hardee  County  v.  State  Bank  of  Bowling  Oroon.  156 
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Another  possible  control  on  the  incurring  of  indebtedness  by 
oounty  boards  oaae  in  1931  "hen  the  legislature  passed  an  act  creating 
a county  budget  omission  in  counties  having  a population  of  Bore  than 
150,000  and  prescribed  their  duties  and  powers.1  Section  5 Bads  It 
necessary  for  the  oounty  board  of  public  instruction  to  file  an  estimate 
by  March  1st  of  each  year  of  contemplated  expenditures,  revenues  to  be 
received,  amount  required  to  be  raieed  by  taxation,  and  also  to  include 
receipts  and  expenditures  Ibr  the  preceding  year.  Section  9 stated l 

The  Oounty  Budget  C omission  is  heraby  authorised  and 
empower ea  to  ohange,  alter,  mend.  Increase  or  decrease 
any  item  and  total  amount  or  amounts  of  any  estimate  pre- 
pared by  any  board  pursuant  to  this  Act  and  to  fix,  de- 
termine and  adopt  a budget  of  all  receipts  and  expendi- 
tures for  every  such  board. 

Section  13  stated  that  the  oounty  board  of  publlo  instruction  Bust  com- 
ply eith  the  budget  so  formulated. 

In  1933  all  state  aid  for  sonoole  ms  set  aside  for  teachers' 
salaries  and  transportation  and  paid  over  to  tbs  State  Treasurer  to  be 
drawn  on  by  iniividual  warrants  of  oounty  school  boards.  In  order  to 
aeet  this  contingency,  the  laws  cited  above  were  reiterated  with  the 
amendment  that  part  of  the  loan  derived  from  80  per  cent  of  anticipated 
state  aid  should  be  by  the  lenders  paid  over  to  the  State  Treasurer  as 
ex-offiolo  treasurer  of  that  portion  of  the  oounty  school  fund  made 
available  for  teachers  and  for  transportation. 

1Laws  of  Florida.  1931.  Chap.  11*678. 


8Ibid. 


In  1933  It  was  made  mandator/  that  all  school  propart/  held  by 


district  trustees  aa  a corporation  must  be  transferred  to  the  county 
school  board.1  Thus  was  the  first  step  taken  to  etre^then  the  position 
of  the  county  boards  aa  fiscal  agents. 


Also  In  1933  aounty  boards  were  authorised  to  borrow  money  In 
anticipation  of  receipts  from  the  State  School  Fund.2  The  amount  so 
borrowed  under  the  provisions  of  this  act  had  to  be  repaid  In  full  before 
money  could  be  borrowed  In  succeeding  years  under  the  same  authority.  In 
addition,  the  amount  so  anticipated  had  to  be  approved  by  the  State 
Superintendent.  The  legislature  In  193$  authorised  school  boards  to 
Issue  Interest-bearing  time  warrants,  at  not  over  6 per  cent  Interest, 
for  the  purpose  of  securing  funis  to  pay  past  due  and  unpaid  salaries  of 
teachers  and  bus  drivers,  and  authorised  the  pledging  of  all  moneys  re- 
ceived by  the  aounty  school  fund  or  my  special  tax  school  dletrlot  fund 
from  the  redemption  of  delinquent  taxes  for  payment  therefor.1 

The  Florida  School  Code.  In  addition  to  the  numerous  laws 
listed  above  giving  authority  to  the  various  school  boards  to  borrow 


money  to  be  repaid  from  operating  funds,  there  were  many  more  special 
laws  empowering  particular  counties  so  to  barrow  money.  By  1937  It  was 
apparent  that  all  these  conflicting  laws  should  be  repealed  and  one 


of  Florida.  1933.  Chap.  16170. 

2 Ibid. . Chap.  l$0$b. 

^Lsws  of  Florida.  193$.  Chap.  1681$. 
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general  la*  drawn  regulating  the  authority  of  counties  to  borrow  none? 
for  aohool  operating  purpoeea.  To  quote  fron  the  report  of  the  School 
Code  Comittee  In  their  summary  of  conditions  up  to  1937i 

liany  of  these  laws  have  been  on  the  statute  books 
without  change  or  repeal  for  a quarter  of  a century  or 
more.  Others  by  implication  at  least  hare  been  repealed, 
and  there  are  hundreds  of  lass  enacted  at  various  times 
which  are  still  In  full  faros  and  effeot.  ...  The 
naphasard  manner  in  vhiah  borrowing  poser  nas  been 
abused  In  the  past  la  sufficient  evidence  to  warrant  a 
comprehensive  law  on  this  subject,  one  that  pro  toots 
the  school  finances  against  abuses  end  at  the  same  time 
assures  the  lender  of  the  prompt  payment  of  his  Just 
debt  ...  by  limiting  the  borrowing  of  funds  for  cur- 
rent operating  expenses  to  teachers'  salaries  and  bus 
drivers'  salaries— the  only  purposes  for  which  money 
should  ba  borrowed  against  current  operating  funds— 
the  County  School  systems  are  assured  of  the  repayment 
of  the  loans  from  dependable  soureea  of  revenue,  there- 
by eliminating  the  pyramiding  of  debts  from  one  year  to 
another  beeause  the  budgeted  revenue,  against  which  the 
borrowing  Is  done,  does  not  materialise.1 

The  Legislature  had  at  the  1937  session  directed  the  State  Superin- 
tendent of  Public  Instruction  to  undertake  the  revision  and  the  o edi- 
fication of  the  laws  of  Florida  relating  to  education  and  to  prepare  a 
proposed  school  oode  for  submission  to  e cooalttee  of  the  Legislature 
for  examination  and  preparation  of  a report  thereon  to  the  Legislature 
convening  in  1939. 

In  1939  a comprehensive  school  law  was  submitted  to  the  Legis- 
lature for  approval,  and  with  o or tain  minor  modifications  this  cods 
was  approved  and  enacted  Into  las.  It  provided  that  all  laws  and  parts 


the  Florida  School  Code  Committee,  p.  3.  Tallahassee, 


lative  approval  of  the 


ill  general  powers  of  district  trustees  other  than  supervisory  were  taken 
away,'1  a provision  whioh  placed  the  county  boards,  after  thirty  three 
years  of  harrasanent.  In  a comparatively  strong  financial  and  adminis- 
trative position, 

Iso  years  later  the  State  Department  of  Education  published 
Florida  Sohool  Laws,  19U1  Supplement.  Comprising  Amendments  and  Additions 
to  the  Florida  School  Code  of  193?  and  Miscellaneous  general  Lass  Be- 
latlnn  to  Education  In  Florida,  as  oonpiled  and  arranged  by  1*.  B.  I™ 
Uorphat,  Director,  Division  of  administration  and  Finance.  Chapter  T 
entitled  "Flnaioe  and  taxation*  provides  the  major  legal  framework 
surrounding  sohool  Indebtedness  today  and  as  si  oh  warrants  close  at- 
tention. 

The  schools  had  learned  their  lesson  the  hard  way,  and  the  las 
now  had  some  teeth  in  It  to  deal  with  wayward  county  boards.  Section 
1081  states 1 

Each  aid  every  amber  of  any  County  Board  voting  to 
Incur  an  Indebted  ness  against  the  county  or  district 
sohool  funds  in  excess  of  the  expenditure  allowed  by 
law,  or  in  excess  of  ary  appropriation  as  adopted  in 
the  original  budget  or  amendments  thereto,  or  to  approve 
or  pay  any  Illegal  oharge  against  the  Said  funds,  and 
any  Chairman  of  a County  Board  or  County  Superintendent 
who  shall  elgn  a warrant  for  payment  of  any  suoh  claim 
or  bill  of  Indebtedness  against  any  of  the  said  funds 
shall  bo  personally  liable  for  the  amount,  and  shall  be 


Compiled  General  laws  of  Florida.  19li0.  Chap.  IT,  Sac.  892, 

Art.  It. 
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guilty  of  malfeasance  In  offioe  and  subject  to  removal 
by  the  Governor,  and  shall  be  guilty  of  a misdemeanor 
and  upon  oonviotion  shall  be  punished  by  a fine  of  not 
less  than  one  hundred  dollars  (#100.00)  or  more  than 
five  hundred  dollars  (#500.00)  or  by  imprisonment  in 
the  county  Jail  for  not  more  than  six  months  or  by  both 
fins  and  lmprisonemit  in  the  discretion  of  the  oourt. 

It  «h«n  be  the  duty  of  the  State  auditor  or  other 
state  official  charged  by  lam  with  the  responsibility 
fcr  auditing  sohool  accounts,  upon  discovering  any  such 
Illegal  expenditure  or  expenditure  in  exoess  of  the  ap- 
propriations in  the  budget  as  officially  amended,  to 
certify  such  faot  and  it  shall  be  the  duty  of  the  State 
Comptroller  to  advise  the  attorney  General  thereof,  and 
it  shall  be  the  duty  of  the  Attorney  General  to  cause 
to  be  instituted  and  prosecuted,  proceedings,  civil  or 
criminal,  at  lam  or  in  equity  against  such  member  or 
meefcers  of  a County  Board  or  County  Superintendent. 

That  such  a law  was  necessary  was  proved  recently  after  the 
State  had  audited  the  records  of  the  County  Board  of  Calhoun  County. 

The  Governor  as  a result  suspended  four  mashers  of  the  Calhoun  Sohool 
Board  far  authorizing  expenditures  in  excess  of  its  approved  budget  for 
the  fiscal  year  19U8-191|9.  The  budget  was  exceeded  by  #21<,000  and 
#67,800  left  in  obligations.  A Senate  deoision  to  reinstate  or 

this  suspension  final,  however,  resulted  in  reinstatement. 

The  three  other  most  important  sections  in  the  Florida  Sohool 
Code  dealing  with  indebtedness  are  1081t,  1085,  and  1086.  Of  these  three 
seotione,  Section  1081i  deals  with  short  term  loans  and  the  provisions 
for  negotiating  these  loans  to  county  boards  whan  funds  on  hand  are  not 
sufficient  to  pay  obligations  allowed  within  the  approved  budget  of 


^Florida  Sohool  Code.  Seo.  1081. 

^Daytona  Beach  Sunday  tiews- Journal.  Bay  13,  1951. 
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that  county.  Such  loans  are  to  be  repaid  from  revenues  reasonably  to 
be  anticipated  during  the  year  and  can  be  borrowed  against  several 
funds,  first  of  these  Is  the  State  Teachers'  Salary  Fund,  a fund  ap- 
portioned by  the  state  for  teachers'  salaries  and  transportation  and 
since  191,7  a part  of  the  Unlaua  Foundation  Program  Fund.  Against  this 
fund  county  boards  are  authorised  to  borrow  suns  not  to  exceed  90  par 
oent  of  the  money  anticipated  from  this  fund  at  a maximum  of  6 par  cent 
Interest,  the  loan  to  be  repaid  by  a warrant  on  the  State  Treasurer, 
provided  that  funds  borrowed  under  this  section  in  previous  years  have 
been  repaid  In  fall  and  provided  that  the  90  per  cent  estimate  be  ap- 
proved by  the  State  Superintendent.  A second  fund  against  which  county 
boards  can  barrow  as  provided  by  Section  1081,  is  the  oounty  school  tax — 
with  the  restrictions  that  the  sum  borrowed  shall  not  exceed  80  per  oent 
of  the  funds  anticipated  from  this  source,  that  the  Interest  rate  shall 
not  be  more  than  6 per  cent,  and  that  said  loan  shall  be  paid  In  full 
before  the  board  can  borrow  on  the  same  fund  In  succeeding  years.  A 
third  fund  against  which  county  boards  can  borrow  under  this  Booties 
Is  the  current  fund  of  the  various  school  districts,  provided  that  the 
funds  be  used  in  the  district  from  which  borrowed  and  subject  also  to 
the  same  restrictions  of  funds  borrowed  against  the  County  School  Tax. 

Section  1085  deals  with  obligations  that  cannot  be  retired  with- 
in the  current  year,  or  with  what  nay  be  called  long-term  loans.  Within 
the  Intent  of  this  section  the  only  purposes  for  *ioh  obligations  may 
be  incurred  are  purchases  of  school  buses,  land  for  school  sites,  and 


school  plants 


provided 


the  erection!  alterations,  or  addition  to 
by  regulations  of  the  State  Board.  Loans  of  this  type  apply  to  both 
district  and  oounty.  The  amount  borrowed  shall  not  be  more  than  one- 
fourth  of  the  oounty  or  the  district  revenue  for  the  preoedlng  year.  The 
plan  of  payment  shall  not  extend  over  four  years,  with  the  exception  that 
six  years  may  be  authorised  for  transportation  equipment.  The  State 
Board  may  approve  or  rejeot  the  proposal  for  incurring  these  obligations 
depending  on  whether  or  not  it  considers  the  proposal  reasonable  and  the 
expenditure  needed  and  on  whether  or  not  the  oounty  finances  will  permit 
the  retirement  of  such  obligations.  When  authorised  by  the  State  Board 
the  oounty  board  may  then  issue  Interest-bearing  notes,  not  in  excess  of 
6 per  cent,  provided  there  are  no  similar  obligations  still  outstanding 
and  unpaid.  In  sumnary,  Seotion  108b  provides  for  short-term  loans 
against  current  funis,  and  Seotion  1085  provides  for  long-term  loans 
against  current  Hinds.  Section  1086  provides  for  the  retirement  of 
existing  indebtedness  which  is  unfunded  or  In  default. 

Statute  limitations  (19bl-19b7) 

The  School  Code  was  the  school  financial  law  In  191(1.  The  only 
major  change  In  the  status  of  Indebtedness  against  current  operating 
funds  in  the  next  five  years  occurred  In  191(5.  This  ohange  Involved 
certain  old  bonds  still  outstanding  in  19L5.  While  bonds  are  not  or- 
dinarily payable  from  the  operating  Hind,  these  bonds  had  been  issued 
against  the  current  school  fund.  The  procedure  for  administering  than 
was  enacted  Into  Ian  In  19b5«*  It  is  stated  In  this  set  that  these 

^Laws  of  Florida.  19bS,  Chap.  22839,  Seo.  236.29. 
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bonds  are  still  a lsgal  obligation  of  currant  funds  and  that  currant 
fhnds  shall  ba  used  to  retire  than,  both  principal  and  Interest.  In  so 
stating,  this  act  is  unconstitutional  according  to  a Supreme  Court  rul- 
ing In  1929  which  stated,  "The  Constitution  does  net  authorise  oounty 
school  funds  to  be  used  for  payment  of  bonds  Issued  for  current  ax- 


In  19M  the  legislature  enacted  into  a lam  a measure  to  con- 
solidate all  school  tax  districts  into  one  county-side  district  with 
the  provision  that  such  consolidation  did  not  recurs  obligations  of  the 
former  districts,  and  that  county  boards  should  see  that  these  obliga- 
tions were  faithfully  discharged.2  It  was  an  Important  admlnistrativs 
step,  giving  the  eountiea  much  more  cohesiveness.  This  law,  together 
with  the  abolishment  of  trustee!  as  corporations,  placed  the  county 
boards  In  a position  In  *ich  they  could  much  more  efficiently  carry 
out  their  duties. 

Included  In  this  bill  as  passed  was  a plan  referred  to  as  the 
Minimum  Foundation  Program  law,  which  was  designed  to  equalise  to  some 
degree  educational  opportunities  in  tbs  several  counties  and  asks  the 
stats  the  major  source  of  income.  Tbs  Minimum  Foundation  Program  Fun! 
apportioned  to  the  counties  by  the  stats  to  carry  out  this  program  mas 
designated  by  law  to  ba  a part  of  the  oounty  general  school  fUai.  Sines 

^Stats  v.  Board  of  Public  Instruction  for  Indian  River  County. 
125  So.  35TT-  


Chap.  23726,  Sae.  230.3b. 


Sections  1081*  and  108$  of  the  Florida  School  Code  utilised  the  general 


school  fund  as  a source  of  reranue  in  the  retiring  of  obligations,  the 
Minimum  Foundation  Program  Fund  provided  a new  source  of  revenue  for 
this  purpose. 

Borrowing  honey  Through  the  Issuing 
of  Bonds  (1885-193?) 

Section  17  of  Article  III  of  the  Constitution  of  1885  stated 
in  part  that  the  Legislature  'may  provide  far  special  tax  sohool  dis- 
tricts to  Issue  bonds."  Not  until  1912,  however,  was  suoh  an  issue 


authorised  because  it  was  in  that  year  that  the  voters  ratified  a House 
Resolution  of  1911  which  provided  that  whenever  a majority  of  the  qual- 
ified electors  in  the  district  who  were  freeholders  voted  in  favor  of 


the  bond  issue,  "a  tax  not  to  exceed  five  mills  on  the  dollar  in  any 
one  year,  «h»ti  be  levied  ...  to  become  a fund  for  the  interest  and 
redemption  of  suoh  bonds. 


Section  17  was  not  amended  until  1921*,  when  the  big  boom  was  In 
full  progress.  In  this  year  it  was  amended  to  change  the  restrictions 
relating  to  a district  bond  issue  whioh  amendment  states  that 

The  Leglalature  may  provide  for  special  tax  school 
diatriots  to  issue  bonds  far  the  exclusive  use  of  jnblio 
free  sohools  within  any  suoh  speolal  tax  sohool  district, 
whenever  a majority  of  the  qualified  electors  who  are 
freeholders  shall  vote  in  favor  of  the  Issuance  of  suoh 
bonds  but  no  bonds  shall  be  issued  hereunder  whioh  shall 


1Iewn  of  Florida.  1911.  H.  J.  R.  No.  76. 
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ezoesd  together  with  the  pristine  indebtedness  of  such 
special  tar  school  district  20  per  cent  of  the  assessed 
▼slue  of  ths  taxable  property  of  such  district  according 
to  the  last  assessment  for  State  and  County  purposes 
prior  to  the  Issuing  of  such  bonds.  Any  bonds  issued 
hereunder  shall  become  payable  within  thirty  years  and 
Tram  ths  data  of  Issuance  In  amual  installments  which 
shall  commence  not  more  than  three  years  after  date  of 
Issue.  Each  annual  installment  shall  be  not  less  than 
three  per  cent  of  the  total  amount  of  the  issue.  When- 
ever any  such  special  tax  school  district  has  voted  In 
f«vcr  of  issuance  of  such  bonds  a special  ter  for  the 
payment  of  the  Interest  on  said  bonds  and  the  principal 
thereof  as  the  same  shall  become  dne  and  payable,  shall 
be  levied  on  the  taxable  property  within  the  district 
voting  for  their  issuance  In  accordance  with  law,  pro- 
viding for  the  levy  of  taxes  and  such  tax  shall  not  be 
applied  to  any  purpose  other  than  the  payment  of  the 
principal  and  Interest  of  said  bonds.1 

The  heart  of  this  amendment,  adopted  In  192b,  was  the  limitation 
on  bonds  issued  to  20  per  cent  of  assessed  value  of  ths  taxable  property. 
It  amounted  to  a quadrupling  of  the  tax  levy  formerly  allowed.2  It  is 
significant  that  district  bonded  Indebtedness  kept  pace  with  the  tax 
allowed,  for  It  also  quadrupled,  bounding  from  llj  million  dollars  in 
192b  to  $8  mnnn  in  1928.  Ths  Constitution  thus  provided  legal 
sanction  for  a huge  Increase  In  school  district  bonded  indebtedness, 
an  Indebtedness  that  was  to  represent  the  major  part  of  that  Incurred 
by  the  Florida  school  system  In  the  1920's. 

There  is  some  question  as  to  whether  or  not  many  of  the  bonds 
Issued  under  the  authority  of  this  section  were  legally  Issued.  It  Is 


Constitution,  State  of  Florida.  Art.  XII,  Seo.  17. 
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dearly  Btated  that  "whenever  a majority  of  the  qualified  electors  who 
are  freeholders  shall  rote  In  favor  of  the  Issuance.  . ."j  yet  bonds 
were  issued  on  the  basis  of  being  approved  by  a majority  of  the  votes 
east  rather  than  a majority  vote  of  the  freeholders  in  the  dlstrlot. 

The  Supreme  Court  of  Florida  in  193$  made  an  extremely  broad  interpreta- 
tion when  it  ruled  that  the  quoted  olause  above  is  construed  to  nean  a 
majority  of  the  votes  oaet.^  The  oase  involved  was  a nanriama  suit  to 
force  payment  of  school  district  bonds  Issued  in  192$.  The  Board  of 
Public  Instruction  of  Dade  County  contended  that  these  bonds  ware  not 
valid  oharges  under  Seotion  17  of  Article  XII  of  the  Constitution  be- 
cause a majority  of  the  qualified  electors  in  the  dlstrlot  did  not  par- 
ticipate in  the  election.  The  court,  however,  ruled  that  'Special  tax 
school  dlstrlot  bonds  approved  by  a majority  of  the  qualified  electors 
participating  in  an  election,  though  not  by  a majority  of  qualified 
alaotora  within  the  dlstrlot,  held  valid."* 2  This  interpretation  than 
allowed  e bond  issue  to  be  passed  with  possibly  as  few  aa  three  voters 
participating  in  an  election. 

The  districts  took  advantage  of  the  provisions  of  Seotion  17  in 
the  1920's  by  piling  up  a terrific  debt  in  the  fbrm  of  bonds.  To 
tighten  up  this  loophole  the  Legislature  in  1929  passed  s resolution,^ 


^Board  of  Public  Instruction 

rel.  Flcldhouse . 163  So.  B81. 

2 Ibid. 


of  Dade  County  et  el. 


v.  State  ex 


Florida.  1929.  S.  J. 
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Alch  was  ratified  by  the  people  the  following  /ear,  to  emend  the  Con- 
stitution. Thla  resolution  became  Section  6 of  Article  IX  and  provided 
that 

. . . Counties,  Districts  or  Municipalities  of  the  State 
of  Florida  shall  have  poser  to  Issue  bonds  only  after  the 
same  shall  have  been  approved  by  a majority  of  the  votes 
oast  In  an  elect! cn  In  «iich  a majority  of  the  freeholders 
who  srs  qualified  electors  residing  in  such  Counties,  Dis- 
tricts or  Municipalities  shall  participate,  to  be  held  In 
the  manner  to  be  prescribed  by  lawj  but  the  provision  of  , 
this  act  ahull  not  apply  to  the  refunding  of  bonds.  . . . 

The  question  then  arose  relative  to  Aether  or  not  both  these  sections 
(Art.  XU,  See.  17,  and  Art.  IX,  See.  6)  applied  to  school  districts. 
The  Supreme  Court  ruled  In  1935  that  both  these  sections  applied  to 
2 

school  district  bonds  and  remained  In  full  force  and  effect.  In  ad- 
dition the  court  ruled  that  ’Special  tax  school  district  bond  issue 
held  invalid  where  a majority  of  qualified  freeholders  did  not  par- 
ticipate."^ Both  of  these  sections  of  tbs  Constitution  hare  remained 
In  effect  up  to  the  time  of  this  writing. 

After  the  boon,  with  the  decrease  In  property  values  and  con- 
sequently in  tax  revenues,  the  special  district  tax  allowed  for  the  re- 
tirement of  bonded  indebtedness  was  no  longer  enough.  In  193b  Section 
7 of  Article  X of  the  Constitution  to  be  known  as  the  Homestead  Exemp- 
tion was  adopted.  Seotlon  7 provided  that 

^Constitution.  State  of  Florida.  Art.  U,  Sec.  6. 

ZBoard  of  Public  Instruction  for  Escambia  County  v.  State,  lfili 

So.  516. 

3 Ibid. 
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There  shall  be  exempted  from  all  taxation,  other  than 
special  assessments  for  benefits,  to  every  head  of  a 
family  sho  is  a citizen  and  vho  resides  in  the  State  of 
Florida  the  homestead  as  defined  in  Art.  X of  the  Consti- 
tution of  the  State  of  Florida  up  to  the  valuation  of 
SSOOO.OOl  provided  that  the  title  to  said  homestead  may 
be  vested  in  such  head  of  a family  or  in  his  lawful  wife 
residing  upon  suoh  homestead  or  in  both.l 

This  section  was  amended  in  1937  and  ratified  by  a vote  of  the  people  in 
1938  to  change  the  exemption  fr as  the  "head  of  the  fully*  to  "every  per- 
son who  has  legal  title  or  beneficial  title  in  equity."2  The  effective 
date  was  the  year  1939.  The  fluctuation  of  assessed  property  values  and 
tax  coll notion  policies  resulted  in  many  defaults  in  payment  of  principal 
and  interest.^  The  effeot  of  the  homestead  exemption  was  to  give  bond  hold- 
era  a prior  claim  on  revalues  derived  from  homesteads  because  homesteads 
were  still  aubjsot  to  taxes  for  debt  service  on  bonds  issued  prior  to  the 
passage  of  the  homestead  exemption  amendment.  Homesteads  were,  however, 
exempted  fraz  current  levies. 

The  courts  held  that  district  indebtedness  was  a district  problem. 
■It  is  a special  tax  school  district's  duty  to  procure  necessary  money  to 
pay  obligations  incurred  by  issuance  of  bonds."*1  "County  taxation  to  pay 
bonds  Issued  by  county  board  of  public  instruction  to  build  school  buildings 
in  a special  tax  Bchool  district  in  aid  of  the  distriot  is  contrary  to  Con- 
stitution authorising  tax  for  support  of  public  free  schools."^ 

^Constitution.  State  of  Florida.  Art.  X,  See.  7. 

2Ibld..  as  amended  in  1937. 

3see  p.  112  of  this  study  for  full  discussion. 

11  Juvenal  v.  Dixon.  128  So.  27. 

Sllamrlch  v.  Special  Tax  School  District  No.  1,  Jefferson  County. 
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Refunding  of  Indebtedness 

After  the  big  booa  many  of  the  taxing  unite  of  Florida  were 
stuck  in  a quagmire  of  debt  that  they  could  not  retire.  The  situation 
looked  almost  hopeless,  but  early  in  1927  an  act  ess  passed  by  the 
legislature  to  authorise  the  Issuance  of  refunding  bonis  to  refinance 
these  debts.  Section  1 of  Chapter  11855  stated l 

. . . that  the  governing  authority  of  any  county, 
city,  town,  municipal  corporation  or  taxing  dlstrlot  of 
the  State  may  by  resolution  authorise  the  Issuance  of 
refunding  bonds  fa-  the  purpose  of  refunding  any  bond, 
note,  certificate  of  Indebtedness  or  other  obligation 
for  the  paynant  of  which  said  county,  city,  town, 
municipal  corporation  or  taxing  dlstrlot  is  pledged, 
at  or  prior  to  maturity  In  the  manner  provided  In  this 
Act. 

One  of  these  provisions  was  a merl sue  of  6 par  cent  Interest. 

In  1930  the  Constitution  was  amended  so  that  approval  by  a 
vote  of  the  people  fcr  leaning  of  bonds  did  not  apply  to  refunding  of 
bonds.1 2  In  1931  another  approaoh  toward  retirement  of  bonds  ass  Ini- 
tiated by  the  Legislature.3  This  act  provided  that  under  oertaln  pro- 
visions bonds,  delinquent  Interest  ooupons,  or  other  due  or  past  due 

oelvable  at  par  In  the  redemption  of  lands  from  tax  sales  far  unpaid 
taxes.  Such  was  the  tragic  situation  of  the  taxing  units  of  Florida 
In  the  early  1930's.  Thirteen  years  later  In  19U3  an  ant  was  passed 

1lsm  of  Florida.  1927.  Chap.  11855,  See.  1. 

^Constitution  of  the  State  of  Florida.  Art.  S, 

3Lasa  of  Florida.  1931.  Chap.  1505U. 


Seo.  6. 
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etatli*  that  those  "obligati one*  held  by  the  State  Treasurer  aa  ous- 


fnnding  Act,  was  passed  which,  while  broad  in  scope,  was  more  thorough 
and  specific  than  the  Act  of  1927,  It  provided  a ware  complete  end  de- 
tailed procedure  with  respeot  to  methods  of  re fording.  These  laws  were 
two  of  the  few  not  affected  in  1939  by  the  adoption  of  the  School  Code. 
The  general  Refunding  Act  of  1931  was  the  moot  important  refunding  act 
to  affect  the  schools  during  the  1930's. 

The  Florida  Sohool  Code  of  1939  also  Included  a refunding  law.^ 
Its  purpose  was  sl^ily  to  retire  existing  Indebtedness  still  unfunded 
or  In  default.  Specifically,  it  provided  that  the  county  board  should 
submit  euoh  a proposal  for  the  retiring  of  Indebtedness  to  the  State 
Superintendent  and  that  it  should  be  subject  to  the  following  limita- 
tions. The  plan  eust  be  approved  by  the  State  Superintendent  under 

^■Laws  of  Florida.  19li3.  Chap.  216hU. 

Chap.  15772  or  Florida  Statutes.  19li9. 


. 193555,  Seo.  1066  or  Florida 


. . . are  hereby  cancelled  and  rendered  void  and  of  no 
sffeot.  The  State  Treasurer  shall,  within  sixty  days 
from  the  date  this  Act  becomes  a lew,  Indicate  by  ap- 
propriate perforation,  sign  or  symbol,  on  each  of  such 
borxis,  delinquent  interest  ooupons  or  other  delinquent 
obligations  as  are  in  tide  section  above  desorlbed,  the 
foot  of  euoh  cancellation,  and  return  tlas  saas  to  tha 
appropriate  board  of  county  comlssionero,  to  be  by  the 
latter  destroyed. 


In  1931  another  refunding  act,^  to  be  knosn  as  the  Oenaral  Re- 


Chap.  132 
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regulations  of  the  State  Board  of  Education.  Debts  oould  not  be  re- 
funded on  a sinking  fund  basis.  Refunding  warrants  or  notes  so  Issued 
should  be  callable  not  more  than  ten  years  following  date  of  refunding. 

If  ten  years  were  not  sufficient  or  the  Indebtedness  could  not  be  re- 
funded by  Issuing  interest-bearing  ooupon  warrants,  then  the  State 
Superintendent  was  authorised  to  cooperate  with  county  school  officials 
In  working  out  a twenty-year  plan.  Any  suoh  plan  should  not  be  termed 
bonds  within  the  meaning  of  the  Constitution  or  the  laws  of  Florida, 
and  It  was  not  neoassary  for  such  obligations  to  be  submitted  to,  or 
approved  by,  a vote  of  the  people. 

Court  dedal ons  relative  to  refunding.  With  these  acts  of  1927 
and  1931  as  authorisation,  refunding  was  begun  and  court  oases  were  soon 
to  appear.  Some  of  the  Interpretations  whiah  shed  some  light  on  the 
difficulties  of  this  refunding  follow. 

The  Polk  County  Board  in  1927  issued  refunding  bonds  in  the 
amount  of  {200,000.  In  1936  the  legal  oounsel  of  the  county  board  held 
that  the  chapters  (13072  and  13296)  of  the  Act  of  1927  under  which  the 
bonds  were  issued,  and  the  proceedings  for  the  Issuance  were  Invalid  be- 
cause the  acts  conflicted  with  sections  8 and  9 of  Article  12  of  the  Con- 
stitution. As  nithority  the  legal  counsel  cited  six  different  decisions 
that  held  this  In  a 'precisely  similar  act."  This  point  of  view  was  up- 
held in  the  State  Supreme  Court,  but  the  oase  was  appealed  to  the  Circuit 


Court  of  Appeals,  Fifth  Circuit.  This  court  reversed  the  decision  of  the 
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...  where  state  Supreme  Court  had  not  discovered  and 
judicially  declared  implied  limitation  on  power  of  Legis- 
lature to  authorise  county  boards  of  education  to  refund 
their  indebtedness  until  after  issuance  and  validation 
of  refunding  bonds  and  purchase  of  them  by  innocent  pur- 
chasers in  reliance  on  statute  and  validating  decrees, 
federal  court  will  determine  for  Itself  whether  issuance 
of  bonds  was  in  violation  of  State  Constitution.  ... 
State  Constitution  held  not  to  impliedly  limit  power  of 
Legislature  to  authorise  county  board  of  education  to 

The  refunding  bonds  were  therefore  held  valid  charges  against  the 


In  1530  Special  Tax  School  District  No.  1 of  Broward  County 
proposed  to  issue  till, 000  of  refunding  bonds  to  pv  for  bonds  already 
issued  and  the  interest  accrued  thereon.  The  appellant  contended  that 
the  proposed  issuance  for  the  pqroant  of  past  due  Interest  and  for 

Supreme  Court  held  that  such  an  issue  was  valid.2 

In  1932  an  appeal  was  made  to  the  Stats  Supreme  Court  from  a 
circuit  court  to  validate  a $158,000  issue  of  refunding  bonds  in  order 
to  extend  maturity  dates  on  bonds  Issued  in  1926  by  Special  Tax  School 
District  No.  5 in  Usds  County.  The  court  held  that  school  district 
bonds  might be  refunded  without  election  regardless  of  effect  of  refund- 
ing on  maturity  of  outstanding  bands  and  that  the  power  to  issue  rer 


^Board  of  Public  Instruction  fer  Polk  Countv.  Fla.  v.  Gillespie. 

o.  c.  a.,  SI  p.  id,  5B6. ^ 


‘Juvenal  v.  Dixon.  128  So.  27)  Vogelsang  v.  Dixon.  126  So.  30. 
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fording  bonds  carries  with  it  poser  to  lory  taxes  fee-  psynent  of  su. 

The  Supreme  Court  ruled  in  19U>  that  the  County  Board  of  Public 
Instruction  of  Bromrd  County  oould  issue  refunding  bonds  to  pay  >idg- 
ments  on  time  warrants  under  provisions  of  the  General  Be funding  Act 
of  1931  and  without  approval  by  a vote  of  the  people.2  In  191*0  the 
Supreme  Court  held  that 

The  use  of  any  other  portion  of  Broward  County  g< 
school  fund  than  definite  portion  of  special  tn  not 
oeeding  10  mill  a,  authorised  to  be  levied  under  this 
tion  «Seo.  8,  Sub-Paragraph  10,  Art.  XU,  Constitute 
the  State  of  Florida/  for  payment  of  principal  and  li 
on  bonds  issued  by  county  boards  of  public  instruotii 
refund  bonds  previously  Issued  to  fund  Its  outstandli 
debtedness  is  not  authorised  unless  approved  by  a vot 
the  people. J 


In  1927  the  Board  of  Public  Instruction  of  Brevard  County  is- 
sued bonds  in  the  eaount  of  180,000.  In  191*1  judgments,  bonds,  and 
unpaid  interest  on  this  amount  amounted  to  $38,000.  The  board  than 


payment  of  these  refunding  bonds  was  contested.  Hie  court  held  that 
these  bonds  oould  be  sorvioed  by  taxes  from  homesteads  since  the  original 
bonds  were  Issued  before  the  homestead  exemption  was  adopted.*1 


^State  v.  Special  Tax  School  Dlatrlot  No.  5 of  Dade  County.  Fla., 

lid.  So.  355T- 

^Bryan  v.  Board  of  Public  Instruction  for  Broward  County.  195 

So.  699. 

^ Bryan  v.  Board  of  Public  Instruction  for  Broward  County.  11*2 
Fla.  691. 

l»llcaiaun  v.  Board  of  Public  Inatruotion  for  Brevard  County.  11*6 
Fla.  537. 


109 


Issuing  of  Bonds  After  1939 

While  the  School  Code  did  not  revise  bond  refunding  procedure, 
it  did  describe  in  detail  the  procedure  for  Issuing  ns*  bonds.1  An  act 
in  191(1)  which  was  amended  two  years  later  by  Chapter  21623,  Laws  of 
Florida  191(3,  provided  for  the  aanner  in  which  the  proceeds  Cram  bond 
issues  would  be  held  and  expended.  The  procedure  for  receiving  bids  and 
sale  of  bonds  was  also  modified  in  191(3  and  191(5. 2 3 

An  attest  to  amend  Section  17  of  Article  XII  of  the  Constitu- 
tion was  made  in  19U7  in  order  to  reduce  the  allowable  amount  of  a bond 
issue  from  20  to  15  per  cent  of  the  assessed  property  value  and  the 
length  of  term  from  30  to  25  years.  This  attempt  failed. 

In  191(7  the  enactment  of  the  Foundation  Program  Law  provided  a 
state  source  of  revenue  in  the  amount  of  6300,^  raised  to  61(00  in  191(9,** 
for  capital  outlay  and  debt  service  for  each  instruction  unit  (an  Instruc- 
tion unit  being  roughly  equal  to  17-27  ohildren  in  average  dally  attendance, 
depending  upon  the  site  of  the  school  and  whether  the  school  is  Isolated 
or  non-isalated) . The  use  of  this  revenue  was  subject  to  the  restriction 
that  the  money 

. . . shall  be  expended  only  upon  capital  outlay  projects 

and  debt  service  for  new  projeots  approved  by  the  State 

1Flori0a  school  Code.  1939.  Art.  VI  and  VII. 

2Laws  of  Florida,  191(3 . Chap.  21969,  Seo.  7 as  amended  by  Laws 
of  Florida.  19i(5.  Chap.  22639.  Seo.  236.U3. 

3Laws  of  Florida.  191(7.  Chap.  23726,  Sec.  236.07. 

**Laws  of  Florida.  191(9.  Chap.  236.07. 
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Superintendent  In  eocardenoe  with  regulations  of  the 
State  Board,  on  the  basis  of  a surrey  authorised  under 
regulation  of  said  Board,  until  all  major  capital  out- 
lay needs  hare  been  met,  and  thereafter  mj  portion  of 
the  fund  approred  by  the  State  Superintendent  under 
regulation  of  the  State  Board  nay  be  used  for  debt 
serrioe.  . . . 


a auob  better  position  to  retire  future  bond  Issues,  A major  problan, 
however,  has  been  finding  the  funds  necessary  to  pay  the  amount  ap- 
propriated for  the  Foundation  Program.  The  state  sales  tax  has  served 
as  the  major  souroe,  but  no  portion  is  earmarked  by  la*  far  the  schools. 
A possible  answer  was  Introduced  as  a Senate  Resolution2  In  1951  and 
passed.  It  Is  now  subject  to  ratification  or  rejection  at  the  next 
general  election  in  1952-  The  resolution,  proposed  to  be  added  as  Sec- 
tion 16  of  Article  III  of  the  Constitution,  provides  that  the  first 
revenues  derived  from  the  lloenaii « of  motor  vehicles,  to  the  extent 
neoessary  to  comply  with  the  provisions  of  this  amendment,  shall  be 
used  for  publlo  school  capital  outlay  and  debt  service  purposes.  In 
addition  It  provides  that  the  amendment  will  be  In  effect  thirty  years 
beginning  Jamary  1 of  1953.  The  amount  to  be  set  aside  shall  be  suf- 
ficient to  pay  tliOO  far  eaoh  Instruction  unit  In  the  state.  The  power 
to  manage,  control,  and  supervise  this  fund  Is  delegated  to  the  State 
Board  of  Education.  The  State  Board  shall  also  have  the  power,  for  the 


LXawe  of  Florida.  19hl.  Sec.  236.07  as  amended  by  Laws  of 


-Laws  of  Florida,  lyai.  sec. 
Florida.  M?.  Chap.  837267  Seo.  31. 


2Laws  of  Florida,  1951.  S.  J.  R.  106. 
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purpose  of  obtaining  capital  outlay  funds  for  oounty  boards,  to  Issue  bonds 
or  aotar  vehicle  tax  anticipation  certificates.  Such  bonds  or  certificates 
shall  nature  serially  in  annual  Install  amts  ccanenolng  not  more  than  three 
years  fron  date  of  issuanoe  and  ending  not  later  than  January  1,  1983.  Each 
installment  shall  not  be  leas  than  3 per  cent  of  the  total  amcunt  of  the  is- 
sue, and  the  Interest  rates  shall  not  exceed  It  per  cent.  The  annul  debt  serv- 
ice on  such  bonds  or  revenue  certificates  Issued  by  any  board  cannot  exceed 
three-fourths  of  the  annnal  capital  outlay  allotment  to  iSiioh  the  board  is  en- 
titled. The  provision.  In  effect.  Units  the  total  amount  of  bonds  or  revenue 
certificates  shloh  can  be  Issued  under  the  provisions  of  this  proposed  con- 
stitutional amendment  to  the  amount  whloh  can  be  retired  by  three-fourths  of 
the  allotment.  The  remaining  one-fourth  of  the  allotment  will  be  available 
for  current  capital  outlays.  The  State  Board  shall  have  the  power  to  pledge 
all  or  any  part  of  the  motor  vehicle  license  receipts  provided  for  In  this 
amendment  as  security  for  such  bonds  or  certificates.  No  such  bonds  or  cer- 
tificates shall  be  issued  by  the  State  Board,  however,  until  the  Issue  la  re- 
quested by  a county  board  In  the  form  of  an  adopted  resolution,  and  no  election 
or  approval  of  the  qualified  electors  shall  be  required. 

In  summation  it  might  be  said  that  school  Indebtedness  Is  nos  in  a 
relatively  Justifiable  position,  that  It  does  not  greatly  hinder  the  opera- 
tion of  the  schools  and  carrying  charges  are  not  excessive.  Bespits  the  fact 
that  great  progress  has  bean  made  In  debt  administration  and  in  providing  cur- 
rent funds  for  capital  outlay,  the  provisions  whloh  have  been  made  ere  still 
not  adequate  to  provide  for  all  of  the  school  capital  outlay  needs  of  Florida. 
The  State  Superintendent  of  Public  Instruction  estimated  in  an  address  to  tbs 
county  superintendents  of  Florida  in  *ly,  1951,  that  these  needs 


totalled 
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approximately  200  million  dollars.  He  stated  that  these  accumulated  needs  are 
doe  principally  to  the  following  factors)  (a)  the  construction  of  very  fen 
buildings  In  the  "depression  thirties"  and  the  "war  forties,"  (b)  the  more 
than  Ui  per  cent  Increase  In  papulation  In  Florida  between  191)0  and  1950,  and 
(o)  the  decreased  purchasing  power  of  the  dollar.  Certain  other  factors  hw 
ersr,  have  contributed  to  this  accumulated  need,  and  they  are  discussed  In 
the  foil  curing  paragraphs. 

The  General  Property  Tax,  Its  Assessment,  Collection, 
and  the  Homestead  Exemption 


Put  In  colloquial  language,  the  general  property  tax  has  had  a hard 
row  to  hoe.  Its  productivity  has  boon  determined  first  by  the  State  legisla- 
ture which  "passed  a series  of  laws  with  the  ala,  through  compromise  and  re- 
duction, of  elding  property  crwnere  to  avoid  payment  of  taxes, * second,  by 
methods  of  tax  assessment,  and  last,  by  tax  collection  polldee. 

The  Homestead  Exemption,  which  required  a constitutional  amendment 
for  adoption,  was  introduced  as  Senate  Joint  Resolution  No.  21,  Laws  of  Florida 


1933  and  ratified  by  a vote  of  the  people  In  the  following  year.  This  cm  end- 
ue nt  provided  that 

. . . there  shall  be  exempted  from  all  taxation,  other  than 
special  assesaaenta,  for  benefits,  to  every  head  of  a family 
who  la  a dtisen  of  and  resides  in  the  State  of  Ilorlda,  the 
homestead  as  defined  in  Article  10  of  the  Constitution  of 
the  State  of  Florida  up  to  the  valuation  of  15000  provided, 
however,  that  the  title  to  said  homestead  may  be  vested  In  such 
head  of  a family  or  in  his  wife  residing  upon  suoh  homestead 
or  in  both.* 2 


This  ssotlon  was  amended  in  1937  to  change  the  exemption  frau  the  head  of  the 


family  to  'every  person  who  has  the  legal  title  or  beneficial  title  In  equity 


^Broo kings  Institution,  The  Florida  Fiscal  Situation,  p.  52.  A pre- 
liminary study  by  a Survey  Committee  of  the  Brooking e Institution  for  the  Tax 
Inquiry  Council  of  Florida,  March,  1911. 

2laws  of  Ilorlda.  1933.  S.  J.  R.  21. 
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to  real  property  In  this  state  and  who  resides  thereon.  . . 

In  1939  this  exemption  amounted  to  80  per  oent  of  the  non-exempt  real 
estate  property  in  the  stated  The  Homestead  Exemption  did  not  hare  any  ef- 
fect on  debt  service  lories  for  general  bonds  or  refunding  bonds  outstanding 
at  the  tine  of  its  adoption  as  was  proved  by  a Supreme  Court  decision  In  the 
oase  of  Boatright  re.  City  of  Jacksonville^  and  Folks  rs.  Marion  County.1 * * * * 6*  It 
is  interesting  to  point  out,  however,  that  sometimes  creditors  succeeded  so 
well  legally  (mandaaus  suits)  that  they  failed  praotioally.  One  manrtanna 
decree  ordered  a levy  of  8,250  mills  for  one  year. 

The  asseesaent  of  property  in  Florida  is  the  fuaotlon  of  the  looal 
assessor,  but  Florida  is  one  of  the  few  states  without  a central  agenoy  such 
as  a tax  coral asion  to  supervise  and  to  advise  looal  assessors  and  secure 
equalisation  of  assessments.^  The  law  provides  that  the  property  owner  shall 
return  the  "true  cash  value"  of  the  property  as  of  April  1 in  the  taxable  year 
without  penalty  for  failure  to  do  so.7  "True  cash  value  has  been  converted 
by  the  county  and  city  assessors  through  informal  understanding  to  a $0  per 
oent  valuation  ratio  which  in  turn  has  Itself  been  honored  in  the  breech 
rather  than  in  the  observance."® 

•^Constitution,  State  of  Florida.  Art.  Z,  Sec.  7. 

^Brookings  Institution,  op.  cit..  p.  $0. 

^Boatright  v.  City  of  Jacksonville.  158  So.  82. 

Volks  v.  Marion  County.  163  So.  298. 

-’Brookings  Institution,  op.  cit..  p.  91. 

6Ibld..  p.  88. 

7Ibld. 

aibld. 


The  real  facts  as  to  the  assessment  of  real  property  In  the 
state  are  best  Indicated  by  studies  aada  and  aooeiAad  as  testimony  In 
the  case  of  A.  0.  L.  Ry.  ys.  Lee,1  In  January,  19ii0,  a case  In  which 
the  A.  C.  L.  Railroad  was  assessed  by  the  Railroad  Assessaant  Board  at 
33  1/3  per  cent  of  Its  full  cash  value.  Ctovioualy,  if  other  property 
In  the  counties  concerned  was  assessed  at  less  than  33  l/3  per  oent  tbs 
road  would  suffer  dlsoriel nation  by  being  taxed  acre  heavily  than  other 
property  in  those  counties.  It  was  the  contention  of  railroad  ocuneel 
that  a proper  assessaant  ratio,  based  on  studies  Bade  by  valuation  en- 
gineers would  be  19.78  per  oent  of  full  eash  value.  The  comptroller 
defending  the  33  l/3  per  cent  assesaaent,  employed  other  valuation  en- 
gineers to  make  a similar  comparison  In  the  same  twenty-five  oountlss 
which,  with  more  than  twice  the  number  of  sales  and  a less  draatio  cull- 
ing of  claimed  distress  sales,  still  showed  an  assessment  ratio  of  only 
27*72  per  cent. 

That  legislation  operated  to  the  disadvantage  of  the  creditor 
Is  pointed  out  by  the  testimony  of  hr.  David  h.  hood  before  the  Se- 
curities and  Exchange  Commission.  He  spoke  of 

a series  of  statutes,  the  first  ona  providing  that  the 
municipality  should  make  a separata  tax  levy  for  opera- 
tion and  a separate  tax  levy  for  debt  service.  It  re- 
quired the  taxing  officials  to  give  the  property  owner 
a receipt  in  full  for  the  payment  of  either  or  both  of 
these  taxes,  whichever  hs  chose  to  do,  so  that  ha  could 
pay  the  operating  tax  In  full  and  get  a receipt  In  full 

*1.  C.  L.  Ry.  ▼.  lea,  1?U  So.  252. 
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without  paying  the  debt  service  tax  or  vloa  versa,  la 
connection  with  that  statute,  they  /the  state  legisla- 
ture/ also  passed  a statute  provided  lor  the  compromise 
of  delinquent  taxes,  when  you  take  the  two  of  them  to- 
gether. It  would  permit  the  taxpayers  to  pay  the  operat- 
ing tax,  fail  to  pay  the  debt  service  tax,  and  then  the 
municipal  authorities  would  resolve  themselves  into  a 
tax  adjustment  board  and  wipe  out  the  delinquent  debt 
service  tax.1 

According  to  a oasmittee  of  the  Brookings  Institution,  employed 
to  study  the  Florida  fiscal  situation,  the  tax  collection  policy  in 
Florida  has  been  weak  and  haa  tended  to  break  down  the  property  tax 
structure.  This  conclusion  is  borne  out  by  the  following  legislation! 

1.  Chapter  7806  enaoted  in  1919,  an  aot  still  in  sffeot, 
authorizes  the  settlement  of  delinquent  taxes  on  the 
basis  of  the  last  valuation  assessed  against  the  property 
without  respect  to  the  past  due  taxes  on  previous  assessed 


2.  Chapter  15791  enaoted  in  1931  provided  that  upon  payment 
of  current  taxes,  tax  certificates  held  by  the  state  le- 
aned an  property  far  delinquent  taxes  prior  to  1931  might 
be  redeemed  prior  to  December  31,  1931,  at  face  value 
without  Interest. 

3.  The  Futoh  Aot,  Chapter  162h2,  Acts  of  1933,  e moat  popular 
settles wnt,  provided  that  state-owned  tax  certificates  for 


^eouritlea  and  Exchange  Caamlsaion,  Report  on  the  Study  and 
Investigation  of  the  Work,  Activities,  Personnel  and  Functions  of  Pro- 
tective and  Reorganisation  Comalttssa,  Part  IT,  Committees  for  the 
Holders  of  ttmlaipal  and  quasi  Municipal  Obligations,  pp.  23-2U. 
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1931  and  prior  year a should  be  withheld  from  sale  until 
July  1,  1936,  If  our rent  taxes  were  paid  when  due,  and  that 
no  delinquent  tax  certificates  could  be  redeemed  except  by 
the  property  owners  against  whom  the  certificates  were  out- 

li.  The  Hurphy  lot.  Chapter  18296,  enacted  in  1937,  expired  in 
1939.  While  only  lasting  two  years  the  total  taxes  accrued 
on  land  redeemed  under  the  provisions  of  this  act  amounted 

to  $38,3b5,699.  In  settlement  of  these  taxes,  the  state, 
counties,  school  and  road  districts  reoeived  *557,1(80,  or 
1.U5  P«r  oent.1 

In  sisanary,  the  courts  have  been  unduly  and  inconsistently  liberal  In 
the  treatment  of  tax  oases)  the  legislature  has  been  unduly  anxious  to 
relieve  delinquent  taxpayers)  and  oolleotors  of  taxes  have  been  merely 
tax  receivers  and  have  delayed  oloslng  dates  making  it  impossible  for 
tax  certificates  to  be  issued.* 

The  Legislature  did  have  an  answer.  It  might  have  asked  this 
oosalttee  of  the  Brookings  Institution  what  they  would  have  done  when  In 

1937,  for  example,  over  ItO  per  oent  of  the  property  in  Broward  County  was 
certificated  to  the  state  for  delinquent  taxes. ^ 

^Brookings  Institution,  op.  cit. , p.  55. 

2Ibld. 

study  of  Broward  County  Schools.  Florida  Sohool  Survey  Series 

1938,  No.TT  Report  of  Florida  State  Department  of  Public  Instruction 
Prepared  In  Cooperation  with  Broward  County  School  Officials,  Principals, 
and  Teachers.  Tallahassee,  Florida,  May  28,  1938,  p.  88. 
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The  Legislature  did  pass  a lss*  in  19lil  uhloh  required  the  aa- 
eeseaent  of  property  at  full  oash  value,  but  no  state  authority  exists 
to  Insure  uniformity  among  the  sixty-eeron  counties.2  Assessments  still 
do  not  approach  100  per  oent  of  cash  value  In  any  o aunty.  The  county 
assessor  Is  elected  by  popular  vote  and  the  counties  have  their  am 
tax  equalisation  boards. 

The  report  of  the  Brookings  Institution  ooncludee  withi 

No  systen  of  tax  administration  can  be  any  stronger 
than  the  systea  for  determination  of  the  levy.  The  as- 
ses araent  system  mat  be  equitable  and  uniform,  all  property 
must  be  returned  or  assessed  and  assessment,  If  It  Is  to  be 
a local  function,  must  be  centralised.  Die  need  for  expert 
advice  and  assistance,  as  veil  as  the  need  for  uniformity, 
create  obligations  vhioh  cannot  be  realised  through  central 
supervision  by  some  state  agency.^ 

. . . tax  tinkering  of  the  legislature  particularly  In 
the  fora  of  lavs  offering  tax  bargains,  compromises  and 
postponements  of  tax  sales  baa  been  harmful  to  tax-paying 
morale.  It  has  impaired  the  public  credit  of  looal  sub- 
divisions and  Injured  taxpayers  vho  have  paid  In  full  and 
on  time.  The  present  need  is  to  make  a new  start  by  (1) 
revision  of  the  tax  collection  and  tax  sale  laws,  (2) 
unification  of  local  tax  billing  and  oolleatlon,  (j)  prompt 
and  vise  disposition  of  tax-reverted  properties,  and  (U) 
the  development  of  appropriate  forms  of  supervision  by  the 
state  over  looal  governments  themselves. 

Tax  collection  must  be  made  definite,  certain,  and 
simple.  It  must  penalise  delinquents  and  thus  protect  the 
prompt  taxpayer.  It  should  not  as  now  reward  the  prospt 
taxpayer  through  discounts  snd  then  penalise  him  through 


e Forty-Eight  States.  1919- 


^ Brookings  Institution,  op.  dt..  p.  $1* 
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The  Amotion  of  billing  and  collecting  tastes  should 
be  centralised  In  a single  agency  serving  all  govern- 
ments In  a county*  ibis  change  vonld  simplify  tax  records, 
concentrate  the  taxpayers'  attention  and  realise  the 
economies  possible  In  modernised  central  billing  and  col- 
lection systems* 

The  question  of  tax-reverted  lands  should  be  dealt 
with  In  a way  to  realise  the  maxima  possible  from  these 
assets  and  at  the  same  time  assure,  so  far  as  possible, 
that  such  lands  are  so  disposed  of  that  they  will  be  re- 
stored to  permanent  tax  rolls.  Furthermore,  proceeds  from 
the  sale  of  tax-reverted  land  should  flow  into  the  general 
fund.  . . . 

T.  tae  law  on "tax  collection  should  be  thoroughly  studied 
and  revised  along  the  lines  of  the  Report  of  the  Camlttee 
on  a Uodel  Tax  Collection  Las  of  the  fctional  Municipal 
League. 

2.  All  property  taxes  in  each  county  should  be  rendered 
on  one  tax  bill  and  collected  by  a single  agency. 1 

3.  Special  study  should  be  made  of  tax-reverted  land  to 
promote  proper  land  uaa  so  that  whan  suoh  property  ie  sold 
it  will  continue  on  the  tax  rolls. 

U.  Expenditure  control  and  state  supervision  of  local 
government  finance  should  be  developed  so  that  taxes  ahall 
not  be  levied  extravagantly  nor  beyond  the  taxpayers' 
capacity  to  pay.2 

The  writer  has  quoted  extensively  from  the  Brookings  Institution 
report  on  the  general  property  tax  because  this  tax  has  bean  a major 
source  of  lnoaoM  for  the  schools  and  consequently  provided  the  means 
for  them  to  retire  their  indebtedness.  The  primary  conclusion  of  this 
report  relates  to  the  state  budget  and  continuing  appropriations ■ 


*"The  Senate  today  passed  and  sent  to  thi  House  a Joint  resolu- 
tion proposing  consolidation  of  tax  assessing  and  oolleotion  facilities 
in  Lee  County.  . . . the  icuire  requires  a constitutional  amendment. 

It  must  be  approved  by  three-fifths  of  the  membership  of  both  houses 
end  then  by  the  voters  In  the  next  general  election."  (Florida  Haes- 

Unlon.  April  17,  1951. ) 

^Brookings  Institution,  op.  olt. . pp.  55*56. 
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The  lock  of  a proper  budget  system  is  the  fundamental 
reason  for  Florida's  greeting  financial  deficit.  It  is 
probably  the  greatest  single  obstacle  to  achieving  real 
eoonooy  in  expenditure.  The  legislature  is  not  without 

appropriations  more  funds  than  may  reasonably  be  expected 

deficit,  which  stood  at  $528,73$  on  dune  30,  151*0  has 
been  increasing  steadily,  until  on  November  30  it  stood 
at  $1,753 ,2 UO.  Unless  mere  revenues  are  provided  or  ex- 
penditures curtailed,  or  both,  the  deficit  will  oontinue 
to  grow,  but  it  is  believed  that  proper  budgetary  and 
tax  procedures  will  enable  the  state  to  achieve  a balance 
between  revenues  and  expenditures  at  approximately  the 
present  level  of  public  service. 

It  eh  wild  be  noted  that  the  "present  level  of  publlo  service*  meant 
151*1.  From  151*1  to  1551  the  population  of  Florida  has  lasreaeed  1*1*  per 
oent,*  a situation  which  means  that  considerably  more  funds  are  now 
necessary  to  supply  the  same  public  service. 


Tbe  present  Constitution  of  the  State  of  Florida  was  adopted  in 
1885.  To  provide  for  operating  expenses  of  the  schools  a county-wide 
school  tax  not  to  exceed  five  mills  was  authorised.  The  five  mill  limi- 
tation was  changed  to  seven  mills  in  1501*  end  to  ten  mills  in  1518  by 
amendments  to  the  Constitution.  A district  school  tax  not  to  exceed 
three  mills  was  also  authorised  in  1885,  end  the  msrlmum  millage  changed 


^Florida  Timee-Unlcn^  April  17,  1551.  (The  1550  census  revealed 
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to  tan  by  on  amendment  In  1922.  There  were  few  statute  limitation  of 
indebtedness  against  operating  funds  prior  to  191$  because  the  indebted- 
ness situation  had  not  beoome  serious.  In  191S.  however,  the  borrowing 
power  of  the  oounty  school  board  sms  n-iv— i to  80  per  cent  of  antici- 
pated receipts  for  the  current  year  with  the  alditlonal  provision  that 
sums  so  borrowed  in  previous  years  must  first  be  paid  in  full.  Viola- 
tion of  this  law  led  to  a debt  so  large  that  many  schools,  because  of 
prior  claims,  had  insufficient  funds  to  operate.  The  Legislature  in 
1921  responded  by  authorising  the  issue  of  interest-bearing  tins  war- 
rants which  could  run  for  twenty  years,  thus  mortising  the  accumulated 
debt.  Interest-bearing  time  warrants  were  outhorlsed  in  1935  to  pay 
past  due  and  unpaid  salaries  of  teachers.  In  1939  a codification  of 
school  laws  was  passed,  and  oil  lows  in  conflict  therewith  were  de- 
clared null  aai  void.  The  80  per  cent  of  anticipated  reveilles  limita- 
tion for  short  tens  borrowing  against  county  and  district  funds  remained. 
In  addition,  short  term  borrowing  of  sums  not  to  exceed  90  per  cent  of 
the  amount  anticipated  from  the  State  Teachers  Salary  fund  was  authorised. 

Relative  to  bonded  indebtedness  the  Constitution  of  1885  stated 
that  the  Legislature  might  provide  for  school  districts  to  issue  bonds. 
However,  wich  an  issue  sms  not  authorised  until  1912,  at  which  time 
Section  17  of  article  III  was  adopted  by  the  Legislature.  The  — ■ h— 
tax  levy  of  five  mills  allowed  was  removed  by  on  amendment  in  192lt, 
which  provided  that  school  district  bonds  might  be  Issued  up  to  on 
amount  equivalent  to  20  per  oent  of  the  assessed  value  of  the 
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property  in  the  district.  This  amendment,  in  effect,  amounted  to  a 
quadrupling  of  the  tax  levy  formerly  allowed.  SeoUon  17  provided 
that  a majority  of  the  qualified  electors  mast  approve  the  issue  of 
school  district  bonds,  but  this  was  construed  to  mean  a Mjority  of 
those  participating  in  the  election.  Theoretically,  then,  a bond  issue 
could  be  passed  by  as  few  as  three  qualified  freeholders  participating 
in  an  eleoUoo.  The  ensuing  Indebtedness  assumed  such  tremendous  pro- 
portions that  the  Constitution  was  again  amended  in  1929  Ur t.  H,  Seo. 
6)  to  change  the  voting  requirements.  This  amendment  required  that  a 
majority  of  the  freeholders  in  the  diatriot  must  fmrtiolpete  in  the 

I*  is  still  in  effect  and  causing  a great  deal  of  difficulty 
in  the  att«pt  to  obtain  funds  tor  the  accumulated  buildiig  needs  la 
the  several  counties  of  tbs  state. 


The  deorease  in  property  values,  tax  assessment  and  collection 
policies,  and  tax  la*  modifications  in  the  1930'a  made  the  tends  al- 
ready issued  and  still  outstanding  far  in  excess  of  the  20  per  cent 
ratio.  Tax  revenues  were  not  sufficient  to  pay  debts  and  many  counties 
and  diatriot*  defaulted.  In  an  effort  to  refinance  the  outstanding  in- 
debtedness, refunding  acta  were  passed  in  1927,  1931,  and  1939.  llany 
coirt  cases  resulted  from  the  use  of  these  acts. 

The  general  property  tax,  tax  collection  and  assessment  poliolea, 
laws  relating  to  payment  of  taxes  such  as  the  Homestead  Exemption,  end 
general  eoonomio  conditions  have  had  a tremendous  effect  upon  eohool  tax 
revenues.  Tax  receipts  have  varied  widely  in  amount  from  year  to  year 
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and  made  the  administration  of  an  Indebtedness  program  most  difficult 
for  the  school  systems  of  Florida. 


CHAPTER  V 


BROWARD  COUNT! 

Broward  County  has  boon  chosen  to  Illustrate  how  serious  the 
Indebtedness  situation  could  become  far  an  Individual  county  during 
the  Florida  boon.  The  county  was  created  In  1915  and  divided  Into 
five  special  tax  school  districts.  It  la  located  on  the  loser  east 
coast  of  Florida  in  a section  known  popularly  as  the  'gold  coast.* 

This  section  was  near  the  focal  point  of  the  big  boon  In  the  1920's 
and  Broward  County  was  a victim  of  the  ’boom  and  bust*  cycle. 

Public  School  Indebtedness 

To  orient  one  properly  to  the  relative  seriousness  of  financial 
conditions  of  the  schools  In  this  county  In  193ll  as  compared  with  the 
other  aixty-six  counties  In  Florida  the  following  statistics  are  given. 
Although  Broward  was  one  of  fifteen  counties  that  had  no  county  notes 
past  due,  only  eleven  counties  had  a greater  per  cent  (over  UO  per  cent) 
of  the  principal  of  county  bonds  and  time  warrants  past  due.  Of  these 
eleven  praotlcally  all  were  aaallcr  counties  with  a relatively  mull 
amount  of  indebtedness.  With  rasp sot  to  district  notes  Broward  was  one 
of  fifteen  counties  whose  principal  In  default  was  the  same  as  principal 
outstanding.  Of  district  bonds  snd  time  warrant*  outstanding  15  per 
cent  of  the  principal  was  in  default.  This  par  cent  was  exceeded  in 
only  alx  other  oounties— Alachua,  Bradford,  Charlotte,  Heines,  Okeechobee, 
123 
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and  Sumter.* 

By  1937  the  financial  situation  faced  by  the  schools  had  become 
so  serious  that  a resolution  was  adopted  by  the  Broward  County  Board  of 
Public  Instruction  requesting  that  a surrey  be  aade  by  the  Florida 
State  Depart* nt  of  Education.  Hie  resulting  surrey  in  1938  was  the 
first  snob  study  oonduoted  under  the  dlreotlon  of  the  State  Departaent 
of  Education.^  The  financial  section  was  prepared  under  the  dlreotlon 
of  Z.  L.  Uorpbet,  with  R.  1.  Johns  as  consultant.  Much  of  the  follow- 
ing Information  has  been  taken  from  this  study. 

Trends  in  Assessed  Property  Valuation 

As  a result  of  the  depressed  economic  conditions  the  total  as- 
sessed property  valuation  in  Broward  County  decreased  frco  *19,1*55,866 
in  1926  to  15,81*9,1*01  In  1937,  or  68  per  oent.  In  1935  “ere  than  1*0 

per  oent  of  the  property  in  Broward  County  was  certificated  to  the 
state  for  delinquent  taxes.3  The  adoption  of  the  Homestead  Exemption 
In  1931*  began  to  make  Its  Influence  felt  in  1935.  When  tbs  certifi- 
cated valuation  (*1,999,063)  end  exempt  valuation  on  home steads 
(*1*97,290)  wire  deducted  from  the  total  assessed  valuation,  only 

1932-193^157^1^1!*  °f  tha  SUpgrintendeDt  °f  Pnbll°  lDBtruoti,a» 

^A  Study  of  Broward  County  Sohoole.  Florida  School  Survey 
Series  193B,  Ho.  1.  Report  of  Florida  State  Department  of  Public  In- 
struction Prepared  In  Coop  oration  with  Broward  County  School  Officials, 
Principals  and  Teachers.  Tallahassee,  Florida,  Ray  28,  1938. 

3Ibld..  p.  88. 
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#3,353>OltB  In  property  values  were  taxable  in  1937.  Thia  anoint  rep* 
resented  only  15  per  coit  of  the  aaount  subjtot  to  tax  levies  in  1926. 
The  effect  upon  the  schools  is  not  difficult  to  iaagina  nor  pleasant  to 


The  general  property  tax  was  the  source  of  revenue  originally 
intended  to  satisfy  many  bonds  other  than  school  bonds.  Its  failure  to 
do  so  is  indicated  in  the  folltwing  table. 


TABLE  10 

BOWED  INDEBTHjNESS  IN  BROWARD  COJHTI,  JUNE  30,  1937* 


Original 

Issue 

Bonds  Out- 
standing 

Principal 
in  Default 

Interest 
in  Default 

Road  and  Bridge  Bonds 

13, 662, 280 

♦2.5W.977 

» 528,9511 

* 551,372 

General  County  Bonds 

1,111,000 

936,000 

75,000 

189,097 

School  Bonds 

2,100,517 

2,175,lil7 

115,000 

108,189 

Special  District  Bonds  lt,0Z8,000 

3.8U7.000 

350,000 

1,128,818 

Municipal  Bonds 

8,567,200 

6,8U0,2OO 

170,000 

251,390 

Total 

#19,778,997  #16,3US,S9U 

$1,238,9511  12,228,866 

•Source i A Study  of  Broward  County  Schools.  Florida  School 
Survey  Series  193B,  Kb.  1. 


School  Revenues  and  Indebtedness 

Support  and  naintenanoe.  The  total  receipts  available  for  the 
support  and  naintenanoe  of  the  achools  in  the  period  1926  to  1937  fTae 
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county  sources  decreased  from  $1311(560  to  $70,666.  The  decrease^  In 
district  sources  eas  front  $167,385  to  $bb,122.  The  oounty  board  then 
In  1937  had  approximately  one-third  the  amount  of  local  funds  with  whioh 
to  run  the  schools  whioh  they  had  had  In  1926,  One  of  the  reasons,  as 
pointed  out  elsewhere,  was  the  failure  of  the  general  property  tax  to 
provide  a stable  source  of  revenue.  When  property  values  and/or  their 
asseament  declined  property  tax  receipts  declined.  The  situation  was 
alleviated  somewhat  by  the  Increase  In  state  school  funds,  however, 
which  Increased  front  :31,16b  In  1926  to  8161,995  In  1937.  The  propor- 
tion of  state  funds  for  schools  Increased  from  9.35  per  cent  to  57.3b 
per  oent  of  the  total  revenue  receipts.  In  1937  racing  fund  receipts 
amounted  to  $2b,199,  as  compared  with  13,500  In  1935*  Tax  redemptions 
amounted  to  $18,628.  The  proceeds  of  the  ten  Bill  county  tax  In  1937 
were  $25,958.  The  Income  from  the  current  county  tax  levy  was  there- 
fore only  approximately  bO  per  cent  of  the  funds  obtained  from  county 
sources.  Unless  ths  assessed  value  of  property  could  be  increased,  no 
additional  revenue  could  be  expected  from  currant  tax  levies  because 
the  ten  mill  tax  was  the  maximum  allowed  by  law. 

The  indebtedness  outstanding  against  ths  support  and  maintenance 
funds  Increased  frcm  $39,000  In  1917  to  $b30,517  In  1929  and  than 
dropped  slightly  to  $390,107  In  1937.  Only  $25,000  of  this  amount  waa 
Indebtedness  against  district  maintenance  funds  (districts  3 and  b) . 


*Tbld..  p.  86. 
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Rma  While  revenues  from  local  eouroeo  decreased  62  per  cent 
between  1927  and  1937,  the  indebtedness  against  tbeae  sourses  increased 
till  per  cent.1  Principal  and  interest  in  default  on  this  indebtedness 
•wonted  to  $35S,Olt7.  The  mount  in  default  was  almost  as  much  as  the 
total  amount  outstanding. 

An  analysis  of  the  indebtedness  outstanding  (2390,107)  shows 
that  2250,000  of  this  amount  was  in  the  form  or  6 per  oent  funding  Bonds 
issued  in  1927  *ile  the  balanoe  was  nude  up  of  261t,590  in  judgments  on 
notes  and  275,517  in  several  past  due  notes.  Of  the  2250,000  issued  as 
funding  bonds,  260,000  was  in  default,  and  289,700  of  the  interest  cou- 
pons was  past  due.  The  United  States  Dietriot  Court  for  the  Southern 
District  of  Florida  in  1931*  held  that  these  bonds  were  illegally  issued, 
but  later  a judgment  on  250,000  of  these  bonds  was  obtained  in  the  same 
court.1 

The  Survey  Staff  drew  certain  definite  conclusions  relating  to 
the  effeot  of  this  indebtedness  upon  the  operation  of  the  schools,  stat- 
ing that 

It  thus  becomes  clear  that  the  Broward  County  Board 
cannot  possibly  carry  on  its  school  program  even  on  the 
present  economical  level  and  meet  the  payments  on  in- 
debtedness now  outstanding  against  the  General  Fund, 
moreover,  there  is  little  likelihood  of  increases  in 
revenue  unless  tax  policies  ere  changed  drastically, 

1Ibld..  p.  96. 

2Ibid..  p.  97. 


’ibid. 
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e policies  cannot  be  controlled  In  any  direct 
y the  local  board* 

ould  seen,  therefore,  that  if  the  Brorard  County 
are  to  oontinue  to  operate  satisfactorily  with- 
er of  ourtallasnt  from  iwnriamus  suits  or  other 
tion  that  the  board  should,  in  the  near  future. 


. . . Thus  a study  of  the  flnanolal  position  of  the 
schools  in  Broward  County  leads  Tory  definitely  to  the 
conclusion  that  the  present  indebtedness  against  the 
general  school  funds  of  the  county  cannot  be  paid  in  full 
with  reveilles  now  in  sight.  In  fact, 

be  paid  in  full/1 2  ** 

...  On  the  present  basis,  most  creditors  cannot  be 
assured  of  any  payment,  which  certainly  is  aost  unsatis- 
factory to  all  creditors.  The  assuranae  of  a settlement 
in  terms  of  a small  percentage  of  principal  and  interest 
outstanding  wou^d  seen  to  be  mere  satisfactory  than  no 


District  interest  and  sinking  fund.  The  Constitution  of  Florida 
> that  only  when  bonds  hare  been  properly  voted  and  issued  in  any 
district  for  capital  outlay  purposes  are  any  special  school 
ten  mill  district  maintenance  levy, 
toeed  20  per  cent  of  the  taxable  prop- 
the  dlstriot.  This  limitation  was  effected  in  1921t  by  an  amend- 
the  Constitution.  Previously  a $ mill  levy  was  the  navi  mm 


The  amount  of  bonds  Issued  cannot  a 


During  the  ten  years  following  191$,  Broward  County  dlstriot 
ware  issued  in  the  amount  of  8612,000.  The  figure  for  ten  years 

1Ibid. . p.  13b. 

2 Ibid.,  p.  136. 
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becomes  significant  when  compared  with  one  fear,  1926.  In  this  year, 
with  the  Florida  boom  at  its  height  and  the  relaxation  of  the  Consti- 
tutional limitation  on  bonded  indebtedness,  district  bonds  in  the 
amount  of  (l,li65,000  were  issued,  ho  bonds  other  than  refunding  were 
to  be  issued,  however,  in  the  next  ten  years.2. 

It  is  significant  to  note  that  while  these  bonds  did  not  exceed 
the  20  per  cent  of  assessed  value  limitation  when  Issued,  the  same  bonds 
or  their  equivalent  in  refunding  bonds  outstanding  in  1937  ranged  as 
high  as  63  per  oent  of  assessed  [roper ty  value  in  one  distrlot  (No.  U) .1 2 

By  1936  the  district  bonded  indebtedness  outstanding  was 
22,099,193.  The  interest  in  default  amounted  to  $290,193.  The  prin- 
cipal in  default  amounted  to  (3UU,000.2 

Certain  bonds  in  District  ho.  1 went  into  default  as  early  as 
1930.  In  District  ho.  1,  in  1937,  *52,000  in  bonds  were  outstanding, 
with  £12,61i0  in  Interest  and  (12,270  in  principal  in  default.  The 
amount  of  banded  iniebtedness  outstanding  in  dlstriota  2,  3,  It,  and  5, 
in  193ir-1935,  was  (1,757,000,  with  approximately  one-third  of  this 
amount  in  default.  These  districts  in  1935  refunded  all  outstanding 
bonded  indebtedness  except  certain  interest  coupons,  and  none  of  these 
districts  has  defaulted  sinoe  then.  These  refunding  bonds  were  call able 
and  were  scheduled  to  mature  serially  in  1955  and  1970.  Interest  rates 

1Ibld..  p.  97. 

2ttid.,  p.  98. 

^Biennial  Report  of  the  Superintendent  of  Public  Instruction. 
193U-1936.  p.  hilj. 
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began  at  2 par  oant  on  the  series  maturing  In  1955  and  were  scheduled 
to  increase  to  3 per  cent  in  191*5-  On  the  longer  tern  bonds  interest 
rates  were  scheduled  to  begin  at  2j  per  sent,  change  to  3i  in  19l*Q,  to 
li  per  cent  in  19i»3,  to  5 per  cent  in  191*9,  and  to  6 per  cent  in  1955. 

While  h»g<  nntng  rates  were  r ery  reasonable  for  interest  rates  at  that 
tine,  the  progressive  rates  on  the  longer  tern  bonds  were  not  so  reason- 
able. For  example,  unier  this  schedule  the  annual  requirement  in  1955 
would  have  Jumped  to  2200,000  as  compared  with  $118,1*1*2  for  191*6. 1 2 

In  1938  these  districts  were  still  keeping  up  their  payments  and 

certain  bonds  before  they  were  due.  Biat  sons  bonds  could  be 
sailed  before  belz«  due  oan  be  attributed  to  the  fact  that  the  refunding 
pi.n  e.n.d  for  more  taxes  than  were  actually  needed  to  nset  the  payments 
as  they  fell  due.  This  leeway  was  thought  necessary  to  allow  for  fluc- 
tuation in  property  values  and  tax  collection.^  It  was  the  expressed 
hope  of  the  Survey  Staff  that  this  leeway  would  allow  for  enough  bonds 
to  be  called  that  the  progressively  higher  payments  would  not  stall  the 
debt  service  system.3 

The  question  arises  as  to  how  an  indebtedness  whioh  amounted  to 
between  29  and  63  per  cent  of  the  assessed  value  of  the  several  districts 
could  be  refunded.  The  fluctuation  in  revenue  receipts  from  interest  and 

^Florida  State  De  portrait  of  Ptfclio  Instruction,  op.  olt.,  p.  105. 

2Ibld. 

3Ibld. 
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sinking  fond  lories  was  extraordinary.  Revenues  dropped  from  $66, 9U 9 
in  1927  to  *2,329  in  1933, 1 but  did  bound  book  to  *95,126  in  1937.  No 
taxes  were  levied  for  debt  service  in  1932*1933,  a fast  uhleh  explains 
the  extreme  low  for  reoeipta  in  that  fiscal  year.  To  refund  the  out- 
standing indebtedness  neoessltatad  a debt  service  levy  of  from  20  to 
25  mills  in  each  district.  When  10  mills  for  county  maintenance  and 
10  mills  for  distriot  maintenance  were  added  to  the  district  debt 
service  levies,  Districts  3,  It,  and  5,  in  1938,  ware  levying  ii5  mills 
each.2  While  this  is  an  extremely  high  mlllage  levy,  property  assess* 
sent  at  a fraction  of  real  value  took  noh  of  the  sting  from  the  tax. 
Capital  Outlay  in  Kelatlon  to  Debt  Service 

When  the  mounts  expended  in  the  1930's  for  capital  outlay  are 
compared  with  that  for  debt  service,  it  is  quite  obvious  why  ths  school 
building  need  in  Florida  has  assumed  such  tremendous  proportions.  Over 
a period  of  seven  years  in  Broward  County,  for  example,  debt  service 
amounted  to  more  than  ten  times  the  amount  spent  for  capital  outlay. 
There  was  for  all  practical  purposes  little  left  when  debt  service  re- 
quirements were  met. 


2 Ibid.,  p.  100. 
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TRENDS  IN  EXPENDITURES  FOR  CAPITAL  OUTLAY  AH)  DEBT  SERVICE 
IN  BROilARD  COOBII,  1930-1937* 


leu-  Capital  Outlay  Debt  Sorrloa 

1930-1931  * 6,255  » 81,088 

1932-1933  • • • 75,163 

1936-1935  3,650  86,870 

1936-1937  20,021  98,808 

Total  t 29,926  • 361,929 


•Source i A Study  of  Broward  County  Schools.  Florida  School 
Surrey  Series  1928,  No.  1,  p.  95. 

Present  Status 

The  primary  purpose  In  the  foregoing  discussion  has  been  to  sh<» 
the  financial  abyss  Into  which  the  schools  of  a given  county  could  and 
did  fall  as  a result  of  Incurring  too  much  Indebtedness.  It  is  signif- 
icant that  after  the  debacle  of  the  1920's  no  new  bond  Issues  were  passed 
for  twenty  years,  froo  1927  to  1967.  In  1967  a »,500,000  Issue  was 
passed.  These  bonds  carry  6 per  cant  Interest  and  mature  serially  from 
1968  to  1967. 

Since  1939  the  indebtedness  status  of  the  schools  In  Broward  Coun- 
ty has  Improved  greatly  because  of  several  major  factors.  In  I960, 
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the  progressive  interest  rate  refunding  bonds  Milch  sere  Issued  by  Dis- 
tricts No.  2,  3,  k,  end  5 in  193$  were  refunded  at  a fixed  interest 
rate  of  k per  cent.  They  sera  callable  ten  years  from  date  of  issue. 
District  No.  1 bonds  ware  refunded  in  19k0  for  the  first  ties  and  under 
similar  conditions.  Also  in  19k0  the  indebtedness  outstanding  against 
the  otnnty  support  and  maintenance  hinds  was  refunded  with  interest  at 
3 per  cent  the  first  fifteen  years  and  Ii  per  cent  far  the  lest  fifteen 
years.  The  mount  of  bonds  in  default  in  1950  was  only  J7.3S0.1  It  is 
possible  that  the  small  amount  in  dsfault  is  involved  in  litigation  or 
that  the  bonds  have  been  lost  since  that  is  the  status  of  defaulted 
bonds  in  many  counties.2  That  practically  all  indebtedness  in  dsfault 
has  been  refunded  has  helped  to  reduoe  interest  rates,  but  the  history 
lesson  is  still  reflected  in  the  k per  cent  interest  rate  on  bonds  out- 
standing. These  bonds  are  tax  exempt  securities  and  as  such  would  nor- 
mally oarry  Interest  rates  of  approximately  2 per  cent  or  ne  half  the 
present  rate. 

The  state  law  passed  in  19kl  which  required  100  per  oent  assess- 
ment of  property  and  the  large  increase  in  population  and  building  durirg 
the  decade  Iran  19k0  to  1950  contributed  largely  toward  property  value 
being  in  1950  forty-eight  times  as  much  as  in  1937. 3 State  revenues 

1See  TUble  12. 

2Perscnal  interview  with  R.  L.  Johns,  Professor  of  School  Ad- 
ministration, College  of  Education,  University  of  Florida,  July  23,  1951. 

3See  Table  12. 


131* 


expanded  from  $161,995  In  1937  to  $1,020,1*65  In  1950*  Ibis  expansion 

ms  due  in  large  part  to  the  passage  of  the  Minim  Foundation  Program 

Fund  in  191*7. 

It  is  significant  that  in  1937  debt  service  ms  five  times  as 
much  as  oapital  outlay  ehile  in  1950  oapital  outlay  was  approximately 
twice  as  nuoh  as  debt  service.  Also  non-exempt  property  values  have  in- 
creased until  less  than  one  mill  in  taxes  is  needed  to  servioe  the 


It  was  estimated  by  a State  Deperb 
1950  that  $3,700,91*6  will  be  retired  t. 
dfl.^  A two-mill  tax  will  service  this  i 
at  to  the  25  mills  required  to  servioe  1 


Proposed  School  Plant  Program  for  Broward  County.  January, 
1950.  State  Department  of  education  Survey  Staff  Report.  Folder  in 
State  Department  of  Education,  Tallahassee,  Florida. 
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TABLE  12 

A COMPARISON  IN  FINANCIAL  STATUS  OF  BROWARD  COUNTY  SCtDOLS 
1937  and  1950® 


County  (Support  and  Maintenance) 
District  (Support  and  Maintenance) 
District  (interest  and  Sinking  Fua<8 


Capital  Outlay 
Debt  Serrice 
Current  Erpensee 


1937  1950 

70,666  t l.lll.OSJi 
Ui,122  597,217 

95,126  131*, 863 

161,995  1,020,1*65 

250  30,8llt 


20,021  1*59,118 
98,806  £30,587 
269,11*2  1,979,271 


Indebtedness  Against  District  Support  and  Maintenance 
Funds 

Indebtedness  Against  District  Bond  Interest  and 

Principal  in  Default 
Interest  in  Default 
Prlnsipal  Not  Yet  Due 
Total  Outstanding 

District  Mlllages  Necessary  to  Retire  Bonds  Issued 


12,000 

12,81*0 

1,871,900 


3,000 

l»,35o 

2,603,  Of-1' 


1.1,896,71*0  $ 2,610,350* 


Ratio  of  Indebtedness  Outstanding  to  Mon  Kxeapt 

Property  Value  (Per  Cent)  56.7  1.8 

Enrollment  6,233  U*,2l*3 

(Nor.  Exempt)  83,353,01*8  811*5,027,736 

Crowd  County  Sohoola.  Florida  School  Survey 



KMW4; tsrsnst'TsfflstoSs.**’  ** 
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Broward  County  was  a victim  of  the  "boon  and  bust"  cycle  In 
the  1920's.  It  ranked  among  the  highest  of  the  sixty-seven  counties 
In  relative  serioisness  of  financial  conditions  In  the  1930's.  In 
the  boon  period  Broeard  County,  as  had  most  of  the  other  counties, 
obarked  on  a large  building  program.  After  the  crash,  property 
values  sank  until  In  1937  they  ears  15  por  cent  of  shat  they  had  boa 
In  1926.  School  revenues  sank  with  property  values.  In  1935  more 
than  ItO  per  oent  of  the  property  In  the  county  mas  oertifloatod  to 
the  State  for  delinquent  taxes.  Bonds  outataMli«  In  one  district 
amounted  to  as  much  as  63  per  oent  of  the  assessed  value  of  the  tax- 
able property  In  that  district.  The  school  financial  situation  mas 
so  bad  that  the  county  board  of  public  Instruction  requested  and  re- 
ceived a survey  by  the  State  Department  of  Education  In  1937.  The 
survey  staff  did  a thorough  job  of  research  but  oould  offer  little 
help  on  the  basis  of  the  shrunken  funds  available.  Without  nee 
sources  of  revenue  or  an  Increase  in  property  values,  all  that  oould 
be  recommended  mas  payment  to  creditors  of  a small  per  cent  of  the 
amount  owed. 

The  situation  looked  hopeless,  but  a second  bocm  begin  In  the 
early  19b0'a  that  has  groan  ftr  a decade.  Property  values,  population, 
tourist,  cattle,  citrus,  aid  farm  incomes,  all  hsvs  increased  trtmten- 
dously.  Higher  property  values  have  meant  larger  school  receipts.  The 
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Foundation  Program  Fund  in  19U7  establiahod  the  atate  aa  an  Important 
aouroe  of  revenue  for  the  aohoola.  Broward  County  waa  able  to  refund 
ita  outatanding  indebtedneae  Including  that  in  default  at  a fixed  rate 
of  interest.  No  bends  other  than  refunding  were  issued  for  twenty 
successive  years,  however,  from  1927  to  19U7.  The  resultant  present 
accumulated  building  need  oan  now,  however,  be  met  with  a two  -tn  tax 
levy  in  a county  whoso  districts  onoe  levied  as  high  as  twenty-five 
mills  for  debt  service  payments  on  permanent  improvements. 
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SUlDIAfiX,  EVALUATION,  AND  IMPLICATIONS 

The  purpose  of  this  study  has  been  to  describe  trends  In  pnhllo 
school  Indebtedness  in  Florida  fron  the  1890's  to  the  present  tine  in 
terns  of  the  causes  end  effects  involved.  During  this  period  the  eooo- 
any  of  the  state  fluctuated  radically  between  boons  and  depressions. 

The  major  reel  estate  boon  which  ended  with  a crash  in  the  late  1920's 
was  followed  by  the  serious  depression  of  the  1930'e.  Public  school 
Indebtedness  grew  rapidly  during  the  boas  conditions  of  the  1920 'e  and. 
in  turn  served  to  aggravate  the  financial  problems  of  the  public  schools 
thereafter.  In  Broward  County  no  bonds  were  sold  for  new  school  con- 
struction during  the  twenty  years  between  1927  and  19U7. 

Chronologically  this  study  has  encoapassed  a full  economic  cycle 
beginning  before  the  inflated  prosperity  of  the  1920's,  continuing 
through  a major  depression  and  into  a second  period  of  inflation. 

School  administrators  went  along  with  the  first  period  of  inflation 
floating  large  bond  iseues  for  building,  land,  and  equipment.  The 
laws  were  lenient  and  the  people  optimistic.  The  Constitution  was 
amended  in  1921,  to  authorise,  in  effect,  a quadrupling  of  school  dis- 
trict bonded  indebtedness.  Fair  years  later  the  quadrupling  of  this  in- 
debtedness was  effected.  In  1928  the  total  public  school  indebtedness 
was  at  an  all  time  peak  of  67  millions  of  dollars,  and  90  per  cent  of 
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this  amount  was  in  the  form  of  school  district  bonds.  Then  — « the 
crash  and  a long  period  of  scon  calc  depression.  The  schools  were  tre- 
mendously affected  by  debts  in  the  1930's  that  could  not  be  paid  prin- 
cipally because  of  shrinkage  in  tax  revenues.  Ian  aere  modified  to 
ease  tax  requirements.  The  Homestead  Exemption  of  t?»000  eas  passed  in 
1?3U.  The  decline  in  tax  revenue  fcroed  many  counties  to  default  on 
their  debts.  The  securities  represented  by  this  indebtedness  decreased 
tremendously  in  value  and  furnished  real  bargains  for  ths  bond  specu- 
lators. Teachers  received  warrants  ae  pay  vhlah  had  to  be  cashed  at 
a discount  because  of  the  insolvency  of  local  school  syetaes.  A re- 
financing of  the  indebtedness  outstanding  and  in  default  aas  begun  in 
many  counties  in  order  to  establish  debt  retirement  schedules  shieh 
could  be  met.  A aanblance  of  a credit  rating  vaa  thereby  restored,  but 
the  ooaproalaea  involved  in  the  refinancing  evoked  bitter  arguments, 
legal  actions,  and  investigations. 

The  public  eohool  debt  situation  was  relieved  tremendously  in 
tbs  period  from  1939  to  1950  by  the  beginning  of  a second  major  boas 
and  wave  of  prosperity.  This  prosperity  involved  higher  property  values 
and  thus  a larger  volume  of  eohool  tax  revenues.  Constructive  forces 
were  also  at  mrk  within  the  eohool  system.  In  1939  the  legislature  ap- 
proved a codification  of  school  lane  called  the  Florida  School  Code. 

This  code  removed  a conglomeration  of  oonfliotlng  laws.  The  Minimum 
Foundation  Program  was  enacted  into  law  in  19li7.  The  School  Code  and 
the  Minima  Foundation  Program  brought  the  counties  and  the  State 


1U) 


Department  of  Education  into  oloaar  working  relationships  • The 
Foundation  ft*ograa  Fund  provides  far  normal  capital  outlay  needs  in 
such  a Banner  that  the  pay-as-you-go  plan  of  finanoing  may  eventually 

are  no*  subaittad  to  the  State  Department  of  Eduoation  for  approval. 

An  annual  audit  is  required  whioh  serves  as  a check  on  financial  pren- 
tices at  the  oounty  level.  County  boards  are  now  subject  to  renoval 
from  office  and  prosecution  far  nalfeasanoe  and  aiafeasanoe  in  office. 

Evaluation  of  Practices 

To  determine  whether  or  not  these  controls  ware  Justified  on 
an  historical  basis,  a discussion  of  sene  of  the  eajor  practices  at 
the  local  level  relating  to  indebtedness  follows.  Each  of  these  prac- 
tices is  evaluated  in  tarns  of  whether  or  not  they  violated  certain 
generally  accepted  principles  of  school  finance.  These  principles  are 
democracy,  prudence,  flexibility,  and  stability. 

Borrowing  for  Current  Expenses 

County  boards  have  in  the  past  Issued  tine  warrants  and  bonds 
(long  term  obligations)  to  pay  such  current  expenses  as  teachers' 
salaries.  These  obligations  accumulated  in  some  cases  from  year  to 
year  until  the  debt  service  requirements  seriously  affeoted  the  opera- 
tion of  the  schools.  Current  expenses  were  often  not  met  within  the 
current  year.  Honey  has  been  borrowed  and  then  more  borrowed  to  pay 
the  first  amount  borrowed.  Such  procedure  in  managing  current  expenses 
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violated  the  prudential  principle. 


As  early  aa  191$  a state  law  provided  that  county  school  boards 
could  not  borrow  sore  than  80  per  cant  of  anticipated  reoeipts  in  aqy 
one  year  for  current  expenses  and  also  that  before  borrowing  in  any 
succeeding  year  the  amount  previously  borrowed  mist  be  paid  in  full. 

This  law  was  not  always  observed.  Also  in  191$  a law  was  passed  pro- 
hibiting county  boards  from  issuing  warrants  when  there  were  no  funds 
available  to  pay  than,  but  this  practice  continued  in  aany  counties 
until  the  adoption  of  the  School  Code  in  1939.  Despite  these  laws  the 
indebtedness  against  the  operating  funds  became  so  large  that  it  became 
necessary  to  refund  this  large  floating  debt  to  enable  the  schools  to 
operate.  Aocordlrg  to  law  district  funds  were  to  be  managed  separately 
with  no  transfer  of  funds  from  one  district  to  another.  Ibis  law  was 
often  violated.  Violation  of  state  laws  is  a violation  of  both  the 
democratic  aid  prudential  principles. 

Relationship  Between  Current  Expense 

In  the  ten  years  from  1917  to  1927  debt  service  on  capital  out- 
lay in  Florida's  public  schools  increased  twice  as  fast  as  current  ex- 
penses. From  1900  to  1921*  the  faotore  of  enrollment,  length  of  term, 
timber  of  teachers,  and  salaries  of  teachers  approximately  tripled.  The 
value  of  school  property  increased  twenty-five  times. 

Froa  1924  to  1928  district  indebtedness  quadrupled,  bounding  fr<m 
15  to  60  millions  of  dollars,  $8  million  of  which  was  bonded  indebtedness 
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for  buildings  and  proper t/.  The  relationship  between  cost  of  current 
expense  and  capital  outlay  factors  was  apparently  completely  orcr- 
looked*  Uort  and  Gross  nickle  maintain  that  there  should  be  a linear 
relationship  between  the  costs  of  these  two  factors.  Techniques  hare 
been  improved  In  acre  rooent  studies,  but  Uort's  study  Is  referred  to 
because  it  was  available  far  at  least  rule  of  thumb  use  In  the  1720' s. 
The  prudential  principle  has  In  the  past  been  violated  by  allowing 
local  school  officials  to  incur  an  excessive  amount  of  Indebtedness. 
Administrative  Authority 

In  1906  the  board  of  trustees  by  law  became  a corporation  and 
was  empowered  to  perform  corporate  functions.  The  county  board  than 
had  to  deal  with  as  many  corporations  as  there  ware  distrlots  In  the 


county.  Authority  was  so  decentralised  that  a wall  Managed  financial 
program  was  moot  difficult.  The  principle  of  prudsnoe  was  thereby 


The  practices  previously  discussed  imply  poor  quality  In  county 
school  administration.  An  has  bean  pointed  out  earlier,  Stats  Superin- 
tendent Sheets  stated  that  many  purchases  "were  hasty  and  unwise.1  The 
wanton  incurring  of  Indebtedness  In  the  1720*  a was  a very  costly  viola- 
tion of  the  prudential  principle.  Such  praotloes  indicate  a lack  of 
understanding  or  an  unwillingness  to  understand  this  basic  principle. 


Certain  major  implications  that  developed  from  this  etudy 

1.  There  ie  a need  Tor  supervision  in  order  to  oontrol  to 
some  extent  the  poor  county  administration  of  indebted- 
nees  that  has  existed  in  the  pest  and  as  recently  as  19U9 
If  the  ruling  of  the  Pasco  County  Jury  oan  be  accepted. 
School  funds  have  been  misused  as  evidenced  by  the  pur- 
chase of  equipment  that  is  not  needed,  the  payment  of 
excessive  amounts  for  buildings  and  property,  the  ap- 
proving of  expenditures  in  exoess  of  appropriations,  and 
the  payment  for  services  not  received,  lose  of  funds  was 
difficult  to  prove  before  1939  because  adequate  records 
■era  often  not  kept.  To  guard  against  the  misuse  and 
loss  of  county  school  funds,  the  implication  is  that  the 
neoessary  supervisory  posers  be  delegated  to  a central 
agency  qualified  for  such  supervision. 

2.  School  building  programs  have  been  undertaken  in  spurts  at 
the  create  of  booms  with  consequent  high  costs.  Relative- 
ly little  building  hee  bean  done  in  periods  of  deflation 
and  the  financial  cost  differential  is  obvious.  Buildings 
nee  oost  several  times  as  much  as  the  same  ones  would  have 
coat  in  the  1930' a.  The  implication  might  be  a year-to- 
year  building  wrogrsn  to  maintain  at  least  an  average  coat 


through  periods  of  inflation  and  deflation. 

3.  Expert  aid  impartial  financial  advice  should  bs  obtained 
in  finansing  capital  outlay  projects  in  order  to  seleot 
the  best  feasible  plan  at  the  best  interest  rates  espe- 
cially if  refunding  must  be  resorted  to.  Security  manip- 
ulations can  be  complex  and  tricky  as  evidenced  by  the 
investigations  of  bond  refunding  practices  in  Florida. 

It.  There  is  a need  for  better  qualified  county  school  ad- 
ministrators than  many  of  those  who  have  held  office  in  the 
past.  Sons  administrators  have,  during  the  period  that 


management  of  such  matters  as  indebtedness.  An 

upgrading  prooeas  may  involve  an  examination  and  change  in 
manner  of  selection,  professional  qualifications,  manner 
of  reimbursing,  and  time  spent  in  school  matters  by  oounty 
school  board  members. 

5.  At  the  oounty  level  the  oentral  and  responsible  authority 
vested  in  the  county  board  of  public  instruction  and  the 
superintendent  rather  thm  in  several  semi— independent 
corporations  such  as  district  trustees  should  centime. 

Most  of  the  indebtedness  incurred  in  the  U20'e  was  incurred 
in  the  school  districts  by  these  trustees. 

6.  State  laws  that  are  to  be  observed  by  county  school  adminis- 
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to  obtain  sufficient  revenues  for  capital  outlay  and  debt 
service  purposes*  Lass  relating  to  indsbtedneso  have  been 
violated  often  in  the  past  by  county  school  administrators. 
It  remains  to  be  teen  ho*  much  effect  charges  of  malfea- 
sanoe  In  office  and  possible  revival  troa  office  *111  have. 
However,  lava  should  not  be  so  strict  that  bond  Issue*  can- 
not be  passed  when  buildings  are  needed  badly,  A majority 
of  the  freeholders  In  a given  district  must  vote  In  favor 
of  any  school  bond  Issue  in  that  district.  The  property 
owner  Is  hesitant  to  pledge  his  property  as  security  after 
seeing  what  happened  to  the  property  owners  in  the  1930's. 
One  implication  la  that  sens  other  pledge  of  security  and 
mamer  of  approval  for  bond  Issues  must  be  faind.  A pro- 
posal now  pending  approval  or  rejection  by  a vote  of  the 
people  mould  pledge  a portion  of  the  onto  license  fees  for 
bond  security  rather  than  real  property. 

7.  Many  factors  relating  to  the  management  of  publio  school 
finances  are  impossible  to  control  at  the  oounty  level. 

The  general  property  tax  as  manipulated  by  changes  in  the 
lass,  collection  and  assessment  policies,  and  changes  in 
property  valnes,  has  been  a most  unstable  source  of  reve- 
nue. The  implications  are  that  more  stable  and  flexible 
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little  else  to  tax  other  then  reel  aetata  ehioh  aaa  for 
the  Boat  part  undeveloped.  It  now  has  real  estate  ex- 
tensively developed  for  tourist  attraction,  farming,  and 
nddde  Income  hooea,  and  in  addition,  fishing,  citrus 
prooeesing  and  phosphate  Industries.  If  reel  property  is 
to  provide  tax  revenues  the  system  for  assessment  and  col- 
lection of  those  taxes  should  be  Improved  by  ohanges  or 
additions  to  the  state  Ian  and  Constitution.  The  ratio 
of  property  asseenent  to  real  value  varies  widely  over 
the  state  and  Implies  a violation  of  the  prlnolple  of 
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